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Two cities, both in the same state, have 
been riding each other over SALES 
MANAGEMENT'S population esti- 
mates ... which indicate that the 
“smaller” of the two cities is now larger 
than its rival. 


A chamber of commerce official in the 
latter city countered the opposition’s 
argument with this comment: “With 
Sales Management it’s like trying to 
argue with an umpire. They have their 
own methods, and they have the last 
word.” 


The gentleman threw a perfect strike! 
SALES MANAGEMENT does have its 
own methods . . . developed, refined, 


The SURVEY 
is the UMPIRE 
in This League 


Boards. 


tested . tested... tested... and 
proved . .. for almost a quarter of a 
century. 


That’s why the Survey is peppered 
+. page after page... with the 
small black and white SM slug indicat- 
ing columns of exclusive data . . . why 
SALES MANAGEMENT, pioneer in 
the publication of annual market data, 
is always a leader ... never a new- 
is still the only 
complete source of data on the yearly 


comer or imitator ... 


distribution of income. 


That’s why the Survey is all by itself 
. - unmatched in audience, years of 
service, ACCEPTANCE. 


Here are a few of the companies and organizations guided 
in their operations by the Survey’s estimates: 


Top Sales Executives in companies accounting for 94% of 
all national advertising. 


Leading Advertising Agencies. (Advertisers and agencies 
order more than 2,000 extra copies of Survey yearly.) 


U. S. Government Departments. 
Chambers of Commerce and Industrial Development 


State Government Departments. 


Leading Fund Raising Organizations. 
Most Media and Their Various Associations. 


The Survey is all by itself. . . 


unmatched in audience, years of service, ACCEPTANCE 
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Ready February 1 
CONSUMER ECONOMICS 


By Pearce C. Kelley, Professor of Marketing, University of Oklahoma 


A book of sound advice for students of consumer economics, this is an up-to-date, 
; unusually well-written, and carefully planned textbook for courses in the subject. Written 
4 from the marketing viewpoint, it endeavors to examine our economy in terms of con- 
¥ sumer interests. It offers neither the usual cataloging of criticisms of our private enter- 
prise system nor an apology for the defects of that system ; rather it attempts to place each 
defect in its proper perspective and seek practical remedies so as to continue our rate of 
material progress. 

The thesis of the book is that greater progress toward a higher standard of living for 
all people can be attained by building on already proved methods, correcting defects 
that appear, and seeking mutually satisfactory solutions to conflicts, rather than by radical 
reforms or by chasing each illusive utopia that is proposed. 

This text stresses the need for greater participation in decision making by consumers 
and greater cooperation with business, labor, and government. It offers a realistic analysis 
of consumer wants, choice, habits, and motivation and how they may be improved. It 
covers sales promotion, brands and advertising, consumer aids, and government efforts 
to protect the consumer. It analyzes the complex nature of quality, showing its impor- 
tance in relation to want-satisfaction, prices, standards, labels, and care and use of 
goods. Modern methods of choosing a standard of living are discussed, as well as use 
of the family conference, budgetary control, market selection of goods and services, 
and follow-up after purchase. Covered also are fundamental consumer economics and 
buymanship problems relating to health, recreation, medical care, and provision for the 
future. Some attention is paid to consumer cooperatives. The book closes with a program 
for the future stressing grounds of mutual interests of consumer, business, labor, and 
government. 

\ This text has been developed from more than fourteen years of teaching consumer 
. courses in various universities and colleges, and from extensive research by the author. 


Although students who have had economics and marketing may have a greater appre- 
, ciation of the topics covered, the book is written in such a clear and interesting style that 
a no prerequisites are needed for a complete understanding of its content. 
| The author has prepared helpful teaching projects which will allow the student to 
apply the principles of the text to realistic situations. _ 
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Other Irwin Marheting Texts 


MARKETING Principles and Methods, Revised Edition 
By Charles F. Phillips, Bates College, and Delbert J. Duncan, University of Cali- 


fornia 
770 Pages Copyright 1952 


RETAILING Principles and Methods, Third Edition 


By Delbert J. Duncan, University of California, and Charles F. Phillips, Bates 
College 


746 Pages Copyright 1951 


SALESMANSHIP Principles and Methods 


By Carlton A. Pederson, Stanford University, and Milburn D. Wright, San Jose 
State College 


554 Pages Copyright 1951 


SALES MANAGEMENT Policies and Procedures 
By D. M. Phelps, University of Michigan 
918 Pages Copyright 1951 


MARKETING BY MANUFACTURERS, Revised Edition 
Edited by Charles F. Phillips, Bates College 
740 Pages Copyright 1951 


THEORY IN MARKETING 


Edited by Reavis Cox, University of Pennsylvania, and Wroe Alderson, Alderson 
and Sessions, Inc. 


350 Pages Copyright 1950 


PROCUREMENT Principles and Cases, Revised Edition 
By Howard T. Lewis, Harvard University 
756 Pages | Copyright 1952 


ADVERTISING Theory and Practice, Third Edition 
By Charles H. Sandage, University of Illinois 
638 Pages Copyright 1948 


ADVERTISING Text and Cases 
By Neil H. Borden, Harvard University 
1064 Pages Copyright 1950 


PUBLIC RELATIONS Principles and Problems 
By Bertrand R. Canfield, Babson Institute 
510 Pages Copyright 1952 


RICHARD D. IRWIN, INC. itinos” 
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RECORDING & 
STATISTICAL 
CORPORATION 


NEW YORK 
CHICAGO 
BOSTON 
DETROIT 
MONTREAL 
TORONTO 


When you leave your tabulation work in our hands, you are immediately relieved 
of ever so many problems. 


There is no longer a need for you to hire and train people to do your research 
tabulating work. You need not be concerned with renting tabulating equipment 
for which you have only part-time use. 


The experienced people behind this door have a full understanding of the nature 
of your problems. They will interpret your requirements accurately. They will do 
your coding, editing, key punching, table preparation, percentaging efficiently 
and economically—just as they do for so many other firms. Why not call now? 


Tabulating service for every management need: 
Questionnaires for Research on Markets, Products, 
Public Opinion, and Industrial Relations 
Magazine Circulations, Radio and TV Network Coverages 
Readership Studies—Magazines, Newspapers 
Marketing Indices, Sales Potentials 


Chicago Boston Detroit Montreal Toronto 
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COLLEGE 


Announcing .. . 


New Advertising and Selling Texts 


ESSENTIALS OF SELLING, Second Edition. 
Edited by CHARLES W. LEWIS, Alabama Polytechnic Institute 


Written by 25 sales experts, this text has just been revised by Professor Lewis to bring into sharp 
focus the new selling techniques being used today. New features include: Added chapters on 
house-to-house and retail selling. End-of-chapter questions and problems for class discussion. A 
more detailed treatment of effectively closing the sale. Emphasis on practicality in the discussion 
of buying motives. More material on methods of presentation and demonstration. 


384 pages + 6" X 9" + Published August 1952 


ADVERTISING PRINCIPLES AND PROBLEMS 
By JAMES D. SCOTT, University of Michigan 


This new book combines text and case material emphasizing executive's problems in management 
of advertising. Designed for beginners and class-tested for undergraduate use. Part I gives necessary 
background about advertising; Parts II, III, IV, V, have illustrations and suggestions for case 
analysis. Text integrated with cases guides students in application of new principles to the 59 
cases and 30 short problems included. 
896 pages * 6” K 9" * Coming January 1953 


WORKBOOK OF ADVERTISING: Creating Ads That Sell 
By PHILIP WARD BURTON, Syracuse University 


This advertising workbook is divided into sixteen units that cover the major topics of advertising. 
Each unit contains suggested bibliogtaphy, copy and layout problems, media assignments, research 
projects, and several tests. Considerable amount of working reference material is contained in 
the rear of the book. 


256 pages * 812" X11" * Coming January 1953 


SUCCESSFUL SALESMANSHIP, Third Edition 
By PAUL W. IVEY. Revised by WALTER HORVATH 


This up-to-date revision of the most successful salesmanship text continues to emphasize the 
practical application of tested, basic, selling principles. In the revision, chapter sequence has been 
rearranged to put earlier emphasis on actual field experience and to integrate chapters around 
more consistent and teachable progression of ideas. Much new material has been added to the 
treatment of buying motives, closing, and personality to bring them up to date with current thinking. 


480 pages * 554" XK 834" + Coming February 1953 
Send for Your Copies Today 


PRENTICE-HALL, INC. 


70 FIFTH AVENUE NEW YORK 11, N. Y. 
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BARNARD, INC. SUGGESTS THAT YOU READ THE 
FOLLOWING PIECE WRITTEN BY OUR FIRST CLIENT (OF 
11 YEARS STANDING). WE THINK HE EXPLAINS VERY 
CLEARLY OUR OPERATION IN A RESEARCH PROJECT. 


Holes in a Card 


Once upon a time, in our earlier market research days, one of 
our investigators was having an exasperating time with a man he 


- was interviewing. It was an apprehensive gentleman in great fear 


of being quoted. Almost every time he answered a question he 
would interject, ‘““Now please don’t quote me.” 


Investigators must never get impatient nor show any trace of irri- 
tation. But this investigator, let us say, was almost irritated. 
Enough to let loose the remark— 


“Listen, mister, when I get through with you you won’t be any- 
thing but a bunch of holes in a card.” 


Of course he said it with a smile, and of course he got the interview. 


So this thing you see in here with this letter is that thing—a bunch 
of holes in a card, which is the record of an Eastman interview. 


To be precise, it’s part of the record, for it takes eight of these 
cards to record a single reader traffic interview. And this was an 
actual interview, too. A reader actually stood there and told us 
these things that the holes say. . 


Each of these holes say something when the IBM machines go to 
work down in Bob Barnard’s shop to interpret their language. 


One, for instance, tells us how old ihe guy is, another what kind 
of a job he holds. 


Then there are a lot of holes that tell us about every paragraph, 
heading and cut in the book, what he read and how he read it, and 
not only that, what he was interested in but didn’t read, and how 
much he got out of what he did read. 
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No wonder it takes some seven or eight hundred holes to set up 
the record on an interview. And if we didn’t have electrical ma- 
chines that can count these holes faster than you can wink, it 
would take us until Christmas to tabulate the interviews taken s ; 
in January. 


It might be of passing interest to those who are IBM conscious to 
mention that we were the first to discover and use the magic of 
electrical tabulation as applied to research requirements. And 
that for some years when the IBM people were asked if it were 
possible to punch and tabulate more than one hole in a column 
they answered that there was a fellow out in Cleveland who was : 
doing it, but they didn’t know just how. | 


Even today we have a tiny secret in third dimensional tabulation 
which we're not giving out, but it’s really as simple as the way 
Columbus stood an egg on end. 


That’s about the only secret we’ve got. We’ve never gone in for bh 
abstrusities and complexities. To us all the profundities of re- 
search are bound up in the simple doctrine, “Ask and ye shall re- 
ceive; knock and it shall be opened unto you.” 


So we’re perfectly willing to leave formulas to the formulists, Py 
methods to the methodists and mysteries to the mystics. | 


Nevertheless and withal, it really is done with mirrors. For our 
whole operation is one of holding up before the eyes of our edi- 
tors and publishers a well-polished mirror in which they may @ 
see their own works reflected in the things their readers do, the 
things their readers say, and the things their readers think. 


THE &adsiman RESEARCH ORGANIZATION 


May we suggest a visit to our offices to see how New York’s most 
diversified tabulating service can help you? 


Barnard, Inc. 


432 Fourth Avenue e New York 16,N.Y. MUrray Hill 9-6250 
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RETAILING—Principles and Practices 
Paul L. Brown; William R. Davidson—both of Ohio State University 


READY THIS MONTH. A comprehensive textbook on principles of merchandising 
and store operation as evolved from methods of progressive, successful merchants. 
Using the management point of view and a functional approach, it stresses problems 
of smaller or medium-sized stores without neglecting large-scale operations. Chapter 
problems pose case situations in various business lines. I/lus., 730 pp. $6.00 (173- 
page Instructor's Manual.) 


SALESMANSHIP 
Alfred Gross, New York University 


NEW TEXTBOOK realistically introduces problems, principles, and methods of effec- 
tive selling. Based on class-tested material, book covers all steps of the selling process; 
describes in detail what salesmen should know about products, markets, competition, 
etc. Includes numerous examples based on practices of leading companies. 38 case 
studies, 6 complete sales presentations. 562 pp. $5.50 (164-page Instructor's Manual.) 


ADVERTISING—2nd Edition 
Albert Wesley Frey, Dartmouth College 


READY SPRING, 1953. Completely revised, this popular textbook fully covers adver- 
tising fundamentals and techniques on the national level. Stresses product, package 
planning; organization for advertising; advertising to and through the trade; primary 
advertising; social aspects. New material on the advertising appeal and theme, plan- 
ning actual advertisements, copy testing. Approx. 750 pp. (Instructor's Manual.) $6.50 


SELLING FORCES 
Donald M. Hobart; J. P. Wood—both of The Curtis Publishing Company 


PUBLISHED THIS MONTH. A highly readable primer of modern selling and adver- 
tising which carefully surveys the principal selling forces commanded by American 
business. Covers principles and practices of distribution; clearly defines the various 
types of markets, and recommends the proven ways to reach them, Case examples from 
successful manufacturers, distributors. Approx. 300 pages. $5.00 


DISTRIBUTION COSTS—2nd Edition 
J. Brooks Heckert; Robert B. Miner—both of Ohio State University 


PUBLISHED THIS MONTH. Up-to-date revision of this widely used textbook thor- 
oughly covers the analysis, supervision and control of distribution costs. It outlines 
basic problems and describes modern methods and techniques used by companies en- 
gaged in manufacturing, wholesaling, and retailing. Questions and Problems (ar- 
ranged by chapter) and Instructor's Manual are available. 87 illus., Approx. “a pp. 

.50 


MARKETING IN THE AMERICAN ECONOMY 


Roland S. Vaile, University of Minnesota; E. T. Grether, University of 
California; Reavis Cox, University of Pennsylvania 


A BASIC TEXTBOOK showing marketing as a complex, essential function of free 
enterprise. Offers a clear exposition of why marketing exists, its relationship to our 
economy, and how it discharges its social and economic tasks, Examines marketing as 
the prime force behind allocation and use of resources, and distribution of private 
income, 26 illus., 77 tables, 737 pp. $6.00 
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INCREASING DISTRIBUTION EFFICIENCY BY 
BETTER ORGANIZED RESEARCH 


CHARLES W. SMITH 
McKinsey & Company 


HAT the manufacturer receives on 
te average only about 50 cents of 
every consumer’s dollar—the balance be- 
ing absorbed by distribution costs—has 
now been so well established by econo- 
mists! that the importance of increasing 
our national distribution efficiency is 
generally recognized by the business 
community. Over the past two decades, 
a great deal has been written and said 
about the need for increased distribution 
efficiency and the techniques of reducing 
distribution costs.? 


1P. W. Stewart, J. F. Dewhurst and L. Field, Does 
Distribution Cost Too Much? (New York: The 
Twentieth Century Fund, 1939); W. H. Lough, High 
Level Consumption (New York: McGraw-Hill Book 
Co., 1935); Paul D. Converse, Elements of Marketing 
(New York: Prentice-Hall, Inc., 1935). 

?Charles H. Sevin, How Manufacturers Reduce 
Their Distribution Costs (Economic Series No. 72, 
U. S. Department of Commerce, 1948); Richard D. 
Crisp, How to Reduce Distribution Costs (New York: 
Funk & Wagnalls Co., 1948); James W. Culliton, The 
Management of Marketing Costs (Boston: Graduate 
School of Business Administration, Harvard Univer- 
sity, 1948); Frank M. Surface, Distribution Costs— 
Key to Competitive Efficiency (General Management 
Series No. 134, American Management Association, 
1945); Marvin Bower, Distribution Waste Reduction 
as a Competitive Weapon (Marketing Series No. 58, 
American Management Association, 1945); Associ- 
ation of National Advertisers, Inc., An Analysis of 
the Distribution Costs of 312 Manufacturers (New 
York: The Association, 1933); Malcolm P. McNair 
and others, Distribution Costs, an International Di- 
gest (Boston: Graduate School of Business Admin- 
istration, Harvard University, 1941); Lyndon O. 
Brown, Marketing and Distribution Research (New 
York: The Ronald Press Co., 1949). 


Despite all the publicity and thought 
that have been given the subject, how- 
ever, the extent of progress actually made 
toward increasing distribution efficiency 
in this country is currently a matter of 
debate.* One school of thought contends 
that distribution costs have not been re- 
duced during the past ten years; that 
marketing efficiency only appears to have 
increased because of the sellers’ market 
prevailing during the period. Another, 
however, maintains that distribution 
costs have been cut relative to produc- 
tion costs through the application of la- 
bor-saving devices in the physical han- 
dling of goods, basic improvements in 
transportation methods and services, the 
growth of new, lower-cost retailing meth- 
ods, and the wider use of office machin- 
ery in handling commercial transactions. 
About one thing, however, all partici- 
pants in the controversy seem to be in 
complete agreement; namely, that the 
opportunity to effect still greater im- 
provements in distribution efficiency re- 
mains large. 

In contrast to the controversial situa- 
tion that exists with respect to distribu- 

* “Distribution Costs: Really Going Down?”, Busi- 
ness Week, January 12, 1952, p. 122-4; Paul D. Con- 
verse, The Cost of Distribution (Proceedings of the 
National Conference of the American Marketing 
Association held at Boston, December, 1951) pp. 38- 
42; Russell H. Colley, “Needed: A Marketing Pre- 


paredness Program,” Harvard Business Review. 
March-April, 1952, pp. 106-118. 
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tion efficiency, the fact that great ad- 
vances have been made in increasing 
production efficiency in this country is 
generally accepted. What is more, the 
methods that have been employed to 
bring about these advances are recog- 
nized even by the general public. Thus, 
the expenditure of corporate funds to 
find better ways of making products has 
long been considered by the leaders of 
American industry as a profitable invest- 
ment, as attested by the great engineering 
research laboratories maintained by our 
leading industrial companies and the 
large sums budgeted annually by these 
companies for production and engineer- 
ing research. 

Acceptance of the idea that it may be 
equally profitable on a dollar-for-dollar 
basis to invest company funds in finding 
more efficient ways to distribute goods is 
growing. But if distribution research is 
ever to achieve equal standing with pro- 
duction research in the eyes of top man- 
agement, its case must be made much 
stronger. 

Leading companies such as General 
Motors, du Pont, General Electric, Proc- 
ter and Gamble, and Standard Oil of 
New Jersey have gathered convincing 
evidence of the worth of distribution re- 
search in finding practical ways to cut 
warehouse operating costs, speed up the 
handling of customer orders, secure bet- 
ter control over inventories, reduce pack- 
ing and shipping costs, and increase sales 
volume per dollar of advertising and sell- 
ing expense. 

As long ago as 1941, Alfred P. Sloan, 
Jr., summarized the development of dis- 
tribution research activities in General 
Motors as follows: 


“Research into the problem of distri- 
bution, for instance, has paid General 
Motors big dividends. I realized that 
the big problem of the product—engi- 


neering and manufacturing—was be- 
coming secondary and was being out- 
ranked by an equally big job of 
injecting into the distribution end of 
our business the scientific approach. I 
saw that as all cars approached a 
more common level of usefulness, the 
strength of the distribution system 
would be the most important factor in 
the competitive race. Markets must be 
defined and protected. Enough dealers 
of the right size to deliver the potential 
of those markets and no more. Produc- 
tion must be determined by retail sales 
—no longer by the ambition for big fig- 
ures, and statistics must be made avail- 
able to chart the course. We had to get 
the facts and act accordingly. This we 
did in a comprehensive way.”* 


A similar statement of the experience 
of the Standard Oil Company of New 
Jersey was made in a speech before the 
American Management Association in 
October, 1945, by Frank M. Surface.5 In 
that talk, Surface related in some detail 
the substantial improvements in the dis- 
tribution of his company’s petroleum 
products that had resulted from an ex- 
haustive study of the costs involved in 
distributing them. 

In spite of such pioneering work, how- 
ever, the great majority of American 
companies have yet to recognize fully 
the potential profitability of spending 
money for distribution research.® 


* Alfred P. Sloan, Jr., The Adventures of a White 
Collar Man (New York: Doubleday, Doran & Co., 
1941), pp. 140 and 201. 

5See Frank M. Surface, Distribution Costs—Key 
to Competitive Efficiency (General Management 
Series No. 134, American Management Association, 
1945). For a description of the experience of other 
companies, see Charles H. Sevin, How Manufactur- 
ers Reduce Their Distribution Costs (Economic Se- 
ries No. 72, U. S. Department of Commerce, 1948). 

*“There is a need for exhaustive and critical in- 
vestigations into the entire field of distribution. For 
instance, studies in the field of manufacturers’ mar- 
keting costs and their relation to other distribution 
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REASONS FOR PRESENT STATUS OF 
DISTRIBUTION RESEARCH 

In view of the fact that the need for 
increased distribution efficiency is so 
widely accepted, why has so little effec- 
tive distribution ‘research apparently 
been done to date? 

Granted that the incentive to develop 
more efficient methods has not been in- 
tense during the sellers’ market that has 
prevailed over most of the past ten-year 
period, executive interest in distribution 
research would undoubtedly be greater 
were it not for the following factors: 


1. In spite of all that has been written 
and said about the subject of increasing 
efficiency and cutting costs, many execu- 
tives still do not see clearly the full 
scope of the field of distribution re- 
search. Therefore, they have only a lim- 
ited appreciation of the potential oppor- 
tunities for profitable exploitation that 
it offers. 

2. Unlike the field of production re- 
search, in which methods have been de- 
veloped for measuring production effici- 
ency, generally accepted standards for 
appraising distribution efficiency have 
yet to be established. This complicates 
the task of evaluating the distribution 
efficiency of different companies and in- 
dustries, and places a heavy premium on 
executive judgment in deciding between 
alternative methods to achieve optimum 
distribution efficiency. 

3. Because administrative responsibil- 
ity for distribution activities in the typi- 
cal company is seldom concentrated un- 


costs. Such research, by beginning to’ fill an almost 
abysmal gap in knowledge that is vitally needed, not 
only can contribute to this country’s economic and 
social progress, but also would be a sound invest- 
ment of stockholders’ funds by American business 
corporations.” Dean Donald K. David, Harvard 
Graduate School of Business Administration, re- 
ported in The New York Times, January 13, 1949. 


der one executive, the assignment of 
responsibility for conducting distribu- 
tion research often presents a difficult 
organization problem. This, too, is in 
contrast to the situation in the field of 
production, in which all activities nor- 
mally are under one executive. 

4. Because of the intangible and com- 
plex nature of many of the problems in 
the field, a practical step-by-step ap- 
proach must be used in organizing and 
conducting an integrated distribution 
research program. Many executives have 
been reluctant to embark on a program 
of distribution research because they 
have been unable to visualize clearly how 
such a program can be effectively organ- 
ized and administered. 


In working with a number of different 
companies on a wide variety of distribu- 
tion research problems, the writer has 
had the opportunity of observing and 
discussing many successful and unsuc- 
cessful distribution research programs 
and projects. Based on this experience, 
the most critical of the four factors listed 
above would seem to be the third. For 
once responsibility for distribution re- 
search activities has been clearly as- 
signed, the many technical problems in- 
volved in finding practical ways to 
increase distribution efficiency seem to 
be resolved with relative ease. 

The purpose of this paper, therefore, 
is primarily to suggest that greater atten- 
tion be focused on the effective assign- 
ment of responsibility for distribution 
research activities as the key to achieving 
more efficient distribution. The case ex- 
amples cited are included merely as back- 
ground to illustrate the application of 
the integrated approach to distribution 
research and to suggest the potential 
benefits to be gained. In the interest of 
brevity, and also because of the confi- 
dential nature of the studies to which 
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reference is made, both the technical 
problems and the results achieved are 
discussed in general, rather than in de- 
tailed, terms. 


Wuart Is DIsTRIBUTION RESEARCH 


Since “research” may be defined as 
“the orderly gathering and interpreta- 
tion of facts to solve problems in any 
field,” defining the term “distribution 
research” is basically a problem of estab- 
lishing the meaning of “distribution.” 

“Distribution” has a number of differ- 
ent definitions depending upon the field 
in which it is used. In the field of eco- 
nomics, for example, it refers to the shar- 
ing of the proceeds of production among 
the four factors of production—land, la- 
bor, capital, and management. In a num- 
ber of industries, such as the electrical 
appliance and petroleum refining indus- 
tries, the term “distribution” is used to 
refer to the company departments, or 
wholesale outlets, that perform the func- 
tion of distributing the company’s prod- 
ucts to the various points of sale or use. 

In the Report of the Definitions Com- 
mittee of the American Marketing Asso- 
ciation, however, “distribution” is de- 
fined as synonymous with the term 
“marketing,” which in turn is defined as 
“the performance of business activities 
that direct the flow of goods and services 
from producer to consumer or user.” 
This report further defines “physical dis- 
tribution” as “the moving and handling 
of goods from the point of production to 
the point of consumption or use.’”? 

In view of the various meanings of the 
term “distribution,” it is not surprising 
that so much confusion exists about the 
meaning of the term “distribution re- 
search.” For the purpose of this discus- 
sion, however, “distribution research”’ is 


‘Report of the Definitions Committee,” THE 
JourNAL OF MARKETING, Vol. XIII, No. 2, October, 


1948, p. 202. 


considered to embrace the study of all 
activities involved in moving merchan- 
dise from the end of the factory produc- 
tion line to the ultimate point of use. 
These activities include the storage of 
merchandise, its transportation, financ- 
ing necessary to its movement in the 
channels of trade, the insuring of fin- 
ished goods inventories, and all of the 
buying, merchandising, advertising, and 
selling activities in the marketing process. 
“Distribution research” thus encom- 
passes all of the research activities in the 
field of marketing with which executives 
are familiar, including product research, 
product testing, market research, adver- 
tising research, copy research, media re- 
search, packaging research, sales forecast- 
ing, sales quota development, and so on. 

The wide scope of distribution re- 
search is suggested by Exhibit 1, which 
lists nine practical steps that can be taken 
to increase distribution efficiency. The 
nature of the improvements in distribu- 
tion efficiency that can be achieved by 
each step are suggested by the list of ma- 
jor benefits that typically result from each 
step. 

In undertaking such projects, the co- 
operation of a number of company op- 
erating departments may be required to 
develop a practical solution. For exam- 
ple, a preliminary study of warehousing 
and delivery operations may indicate 
that warehousing costs are high in rela- 
tion to those of major competitors. In 
analyzing the factors that contribute to 
high costs, it may be found that: 


1. The sales department is specifying 
faster deliveries than are actually re- 
quired by the trade, thus making it im- 
possible to fill orders from production 
rather than inventory, and thereby in- 
creasing the size of inventories that must 
be carried. 

2g. The manufacturing department 
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EXHIBIT 1.—NINE PRACTICAL WAys TO INCREASE DISTRIBUTION EFFICIENCY 


ACTION STEPS AND TYPICAL BENEFITS 


1. Prune the Product Line 
To: Raise inventory turnover 
Simplify inventory controls 
Reduce inventory obsolescence and de- 
terioration 
Make sales promotion easier 
2. Improve Finished Goods Inventory Planning 
and Control 
To: Lower inventory investment 
Reduce back orders and partial ship- 
ments 
Lower production costs by longer pro- 
duction runs 


3. Gear Warehousing and Delivery System to 
Actual Customer/Account Service Needs 
To: Increase volume as a result of greater 
satisfaction with company service 
Lower physical distribution costs 
through reduction of need for 
emergency shipments 
4. Audit Distribution System by Making Trade 
or Dealer Outlet Analysis 
To: Improve planning and direction of 
sales promotion and advertising ex- 
penditures by showing up inade- 
quacies in channels of distribution 
being used to reach various seg- 
ments of the market 
5. Analyze Sales Potential by Product Lines 
Geographically 
To: Target specific markets where sales 
_ volume can be increased — 
Provide basis for determining location 
of plants and warehousing facilities 


6. Streamline Order Processing and Billing Pro- 
cedures 
To: Reduce order filling and invoicing 
errors 
Cut time spent by salesmen in adjust- 
ing accounts 
Reduce order cycle time and increase 
customer satisfaction with company 
service 
Reduce clerical expense 


7. Apply Modern Materials Handling Methods 
in Distribution System 
To: Increase capacity of existing ware- 
houses 
Reduce units costs of handling and 
storing goods 
Reduce order cycle time by faster fill- 
ing of orders 


8. Improve Packing and Shipping Methods 
To: Make packing and packaging not only 
better but less expensive 
Reduce damage claims 
Lower shipping weight and costs 


g. Train Salesmen to Make Maximum Use of 
Their Time 
To: Enable salesmen to spend larger share 
of time with key accounts and on 
worth-while activities 
Increase productivity per solicitation 
man-hour 


may be setting production schedules on 
the basis of economical production runs 
that result in large overruns, thereby cre- 
ating excessive inventories that increase 
warehousing costs. Or erratic production 
may be causing a great number of partial 
shipments and back orders that involve 
excessive handling costs. 

3. Too many slow-moving items may 
have to be carried in inventory as a result 
of the company’s product line policy, or 
lack of policy. 

Such an analysis may also involve an 


investigation of order handling and bill- 
ing procedures, that normally are under 
the jurisdiction of the accounting depart- 
ment. To secure the needed information 
in this project would thus involve the 
sales, manufacturing, and accounting de- 
partments as a minimum. 

A further indication of the breadth of 
the distribution research field is pro- 
vided by Exhibit 2. These exhibits de- 
scribe in thumbnail fashion distribution 
research projects conducted for five dif- 
ferent types of companies. Each indicates 
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EXHIBIT 2.—DIsTRIBUTION RESEARCH PROJECTS 


CASE OF MAJOR BAKING COMPANY 
To Develop Lower Cost Methods 


STEPS IN 
SOLUTION: 


BENEFITS: 


of Handling Raw Materials 


Existing Methods Involved Use 
of Expensive Shipping Contain- 
ers 


. Sanitation Requirements In- 


creasingly Difficult to Meet 


. Program for Replacing Old 


Plants Afforded Opportunity to 
Effect Major Methods Change 


. Determine What Raw Materials 


Used in Volume 


. Analyze Methods of Handling 


these Materials 


. Develop New Bulk Handling 


Methods 


. Determine Where and How 


New Methods Can be Applied 
Economically 


. Made Possible Net Savings of 


$80,000 per Year with Invest- 
ment of only $250,000 for New 
Equipment 


. Solved Sanitation Problem 


CASE OF MAJOR DEPARTMENT STORE 
To Gear Merchandise Handling 


PROBLEM: 


SPECIFIC 
ISSUES: 


STEPS IN 
SOLUTION: 


Methods to Greatly Increased 
Work Load Requirements 


. Unit Work Load up 70% 
. Faster Order Filling Needed 
- Need for Lower Costs 


. Change Merchandise Flow to 


Increase Marking, Wrapping 
and Delivery Efficiency 


. Develop Plans for Needed Ad- 


ditional Warehouse Space 


. Develop Plans for Using Mod- 


ern Materials Handling Equip- 
ment and Methods 


. Capacity Increased to Required 
Level 

. Customer Service Stepped Up 

. Operating Expenses Reduced 
Approximately $400,000 per 
Year 


CASE OF APPAREL MANUFACTURER 
To Achieve More Efficient Ware- 


PROBLEM: 


SPECIFIC 
ISSUES: 


STEPS IN 
SOLUTION: 


BENEFITS: 


. Operations 


housing and Order Handling 


. Existing Warehouses Developed 


Without a Definite Plan 
Characterized by 
Seasonal Peak Inventories and 
Short Shipping Season 


. Determine Past Production and 


Inventory Cycles 


. Analyze Stock Movement and 


Steps in Order Handling and 
Inventory Control 


- Develop Stock Layout Plan 
. Develop Warehouse Operating 


Methods 


. Avoided Building Unneeded 


Warehouse Facilities 


. Improved Customer Service by 


Enabling Company to Handle 
Peak Loads More Easily 


CASE OF MAJOR OIL REFINER 


PROBLEM: 


SPECIFIC 
ISSUES: 


STEPS IN 


SOLUTION: 


BENEFITS: 


To Achieve Greater Efficiency of 
Packaged Products Warehousing 
and Order Handling 


. Warehouse Operating Costs 


High 


. Order Processing Time Exces- 


sive 


. Inventory Control Inadequate 


1. Develop Improved Ordering 


3. 


Practices to Level Off Peak 
Loads and Provide Better Field 
Inventory Control 

Establish Master Inventory Con- 
trol Plan 

Coordinate Manufacturing Plan- 
ning with Inventory Planning 


4. Develop New Stock Layout 


Plan 


5. Mechanize Stock Handling 


Direct Labor Costs, Clerical 
Costs and Inventory Investment 
Reduced 


. Customer Service Improved 


Through Reduction in Order 


— 
SPECIFIC 1. 
a i ISSUES: 
2 
2 
2 
3 
4 
1 
4 
4 
ents 
if 2 
2. 
BENEFITS: 1 
1. 


INCREASING DISTRIBUTION EFFICIENCY 239 


EXHIBIT 2 (continued) 
Cycle Time and Errors in Ship- steps IN 1. Analyze Steps in Movement of 


ping 

3. Stock Turnover Increased 

4. Back Orders and Partial Ship- 
ments Sharply Reduced 


CASE OF MAJOR FOOD PROCESSING COMPANY 


PROBLEM: To Increase Materials Handling 
Efficiency (as Part of an Over- 
all Study of Warehousing and 
Distribution) 

SPECIFIC 1. What Kind of Warehouses 


ISSUES: Should be Used, Where Located 
and How Operated? 
2. What Transportation Methods 
Should Be Used? 


SOLUTION: Goods to Determine Methods, 
Equipment, Costs and Volume 
on a Company-Wide Basis 

2. Develop New Methods to 
Achieve Greater Handling Effi- 
ciency, Optimum Warehouse 
Space Utilization, and Lowest 
Transportation Costs 


BENEFITS: 1. Direct Materials Handling La- 
bor Costs Reduced 40%—A Net 
Yearly Saving of $235,000 
2. Customer Service Improved 
g. Planned Investment in Addi- 
tional Warehouse Facilities 
made Unnecessary 


generally how the study was conducted, 
the basic conditions surrounding the 
project, and the benefits that were 
achieved. Although all of these cases re- 
fer to the physical handling of merchan- 
dise, similar examples of projects illus- 
trating other applications of distribution 
research are readily available in pub- 
lished literature. 

It is the wide scope of distribution re- 
search activities, as will be discussed, that 
makes sound organization and adminis- 
tration of a distribution research pro- 
gram so essential. 


THE PROBLEM OF MEASURING 
DISTRIBUTION EFFICIENCY 


While many business executives have 
only a limited interest in the theoretical 
concepts that provide a foundation for 
the scientific research on which their 
business decisions are necessarily based, 
many thoughtful executives interested in 
the field of distribution research are con- 
cerned over the lack of standards for 
measuring distribution efficiency com- 
parable to those that have been ap- 


plied so successfully in measuring pro- 
duction efficiency. 

The problems involved in establishing 
standards for measuring distribution efh- 
ciency were discussed in detail in a recent 
report of the Distribution Cost Commit- 
tee of the American Marketing Associ- 
ation. The conclusions reached in this 
report may be summarized briefly as fol- 
lows: 


1. The interrelationship of produc- 
tion and distribution costs makes it im- 
practical to consider distribution costs 
separately, particularly in developing a 
picture of cost trends. 

2. There is no known yardstick for 
measuring consumer satisfaction that 
will serve to indicate the true value or 
contribution of distribution activities. 

3. The intangible factors that affect 
distribution costs make it extremely diffi- 
cult to establish standards against which 
actual costs can be evaluated. 


This problem of establishing perform- 
ance standards was faced by the produc- 


§“An Outline of Distribution Costs,” THE JOURNAL 
OF MARKETING, Vol. XVI, No. 1, July, 1951, pp. 51-55. 
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tion research pioneers. Recent discus- 
sions regarding the measurement of 
production worker productivity indicate, 
moreover, that even in that field the 
problems of establishing standards for 
measuring performance have not all 
been solved. 

These experiences in a related field 
would suggest that the problem of devel- 
oping standards is one that must be at- 
tacked vigorously, but that it need not 
cause any executive to defer the start of 
a distribution research program pending 
its solution. The real significance of the 
problem is that the lack of standards 
tends to place a higher premium on the 
exercise of good judgment in evaluating 
the effect of alternative methods and pro- 
cedures on distribution efficiency. 


FIx1NG RESPONSIBILITY FOR DISTRIBUTION 
RESEARCH 


Once an executive appreciates the 
scope of the field and is reconciled to the 
lack of generally accepted standards for 
measuring distribution efficiency, there 
is still another problem that he faces in 
undertaking to organize an integrated 
program of research. For the very 
breadth of the field creates a problem in 
assigning responsibility for the direction 
of such a program. 

A sound plan of organization usually 
provides that the executive in charge of 
a staff function report directly to a re- 
sponsible line executive. In the case of a 
staff function like production research, 
the assignment of responsibility is usu- 
ally relatively simple, because line re- 
sponsibility for all manufacturing ad- 
ministration ordinarily heads up to one 
executive. 

In the case of distribution research, 
however, the assignment of responsibility 
is less simple because the administration 
of a company’s distribution operations is 
usually split up among several top-level 


executives. For example, a change in 
warehousing methods and procedures 
may involve decisions by the operating 
heads of the sales department, the manu- 
facturing department, the accounting de- 
partment, the financial department, and 
the transportation department. 

This division of responsibility suggests 
the following approach to the assignment 
of administrative responsibility for the 
distribution research function: 


1. Define the scope of the distribution 
research function in the broadest possi- 
ble terms to make sure that all of the fac- 
tors influencing distribution efficiency 
will be considered in developing recom- 
mended changes in company distribu- 
tion methods and procedures. 

2. Designate one staff executive to di- 
rect all company distribution research 
activities, reporting to the highest possi- 
ble executive level so that his findings 
and recommendations need not be biased 
in favor of any operating department. 
Director of Distribution Research would 
be an appropriate title for such a staff 
executive. 

3. Define the responsibilities of this 
staff executive in terms that indicate the 
limits of his authority and thus provide 
a basis on which he can work effectively 
with top company operating executives. 


One of the reasons that many compa- 
nies now get only limited returns from 
the investments they are making in vari- 
ous types of distribution research is their 
failure to take a broad, integrated ap- 
proach in their distribution research 
studies. Distribution research is often 
limited to a study of those activities that 
fall directly under the administrative re- 
sponsibility of a single operating depart- 
ment such as sales or advertising. As a 
consequence, a study conducted by such 
a research staff on the question of how to 
provide better customer service at lower 
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costs may never get into the problems of 
customer accounting, warehouse opera- 
tions, or inventory control that are so 
much a part of the over-all problem of 
providing good customer service. Simi- 
larly, a study may be made of package de- 
sign that deals solely with appearance 
characteristics and fails to take into ac- 
count storage and handling problems in- 
volved in warehousing and shipping the 
package. The recommendations result- 
ing from such studies often have limited 
value and may actually lead company ex- 
ecutives to make decisions that are fun- 
damentally unsound from the standpoint 
of over-all distribution efficiency. 

By charging one executive with ad- 
ministrative responsibility for all distri- 
bution research activities and for seeing 
that all of the various factors that 
influence distribution efficiency are 
taken into account in developing rec- 
ommended changes in methods and pro- 
cedures, the results of distribution re- 
search activity can be made more useful 
and productive. 

Such an assignment of responsibility, 
however, involves a problem of defining 
the limits of authority of the Director of 
Distribution Research. In conducting his 
studies, he must be able to obtain neces- 
sary facts without regard to established 
administrative lines of authority. Such 
a delegation of authority to the Director 
of Distribution Research, it should be 
recognized, may create a number of prob- 
lems in his relationships with established 
line operating executives unless the limi- 
tations on his authority are also specified. 

When such a position is created, ex- 
perience has shown the vital importance 
of making it clear to line executives that 
the Director of Distribution Research 
has no authority to implement any of his 
recommendations. It may also be helpful 
to indicate that his staff is to be limited 
in size because he will rely on line oper- 


ating personnel in the departments most 
directly concerned for technical assist- 
ance on each problem that is studied. 
Such a plan of organization will avoid 
creating an unwieldy, expensive staff. It 
will also serve to ensure the active par- 
ticipation of line operating departments 
in reaching practical solutions to prob- 
lems with which they are directly con- 
cerned. 

Another problem in effectively estab- 
lishing such a plan of organization is to 
decide the level of management to which 
the Director of Distribution Research 
will report. Needless to say, unless he en- 
joys the vigorous support of top manage- 
ment in his relationships with major 
company line executives, the value of the 
contributions made by him and his staff 
group will be limited. Since the Director 
of Distribution Research is expected to 
take a broad, over-all approach to the 
problems of increasing distribution effi- 
ciency, his findings and conclusions may 
often lead him to make recommenda- 
tions involving basic changes in tradi- 
tional company distribution methods 
and procedures. In these instances, only 
the highest level of management should 
review the recommendations and make 
the decision to accept, modify, or reject 
them. This would suggest that the Direc- 
tor of Distribution Research report 
either to the President, or to 2 member 
of the President's personal staff. In those 
companies where the top administrative 


position carries the title of executive’ 


vice president, the Director of Distribu- 
tion Research can report to him, or to a 
member of his staff group. 

The individual selected to fill the posi- 
tion of Director of Distribution Research, 
should know how to work out practical 
solutions to specific problems on a broad, 
over-all company basis. Because of this 
requirement, he should be acquainted 
with the basic techniques and methods in 


rex 
p 


242 


THE JOURNAL OF MARKETING 


all of the several technical fields related 
to distribution, including sales account- 
ing, warehousing and _ transportation, 
packaging and materials handling, and 
inventory planning and control. In addi- 
tion, he must be able to recognize quickly 
the symptoms of distribution inefficiency. 
He must also be constantly alert to de- 
velopments that make possible new solu- 
tions to old problems, and have the men- 
tal curiosity and flexibility required to 
appraise objectively all of the opportuni- 
ties that are suggested for improving 
distribution efficiency. 

He should be interested in facts and 
not in personalities, but must have suffi- 
cient tact to get along well with person- 
nel at every level in the organization. 
Because of the importance of personal 
relationships and knowledge of company 
operations, the individual selected to fill 
the position should, wherever possible, 
be an experienced company employee. 


STAGES IN THE ORGANIZATION AND 
ConDUCT OF A DISTRIBUTION RESEARCH 
PROGRAM 


Many executives concerned with the 
problem of increasing the efficiency of 
their company’s distribution operations 
have not undertaken a distribution re- 
search program owing to uncertainty re- 
garding the steps involved in organizing 
and conducting such a program. The ex- 
perience of companies that have been 
conducting distribution research success- 
fully, however, suggests that develop- 
ment of any distribution research pro- 
gram involves only four basic steps: 


1. Finding a starting point. 

2. Making a preliminary diagnosis. 

3. Developing a working plan. 

4. Obtaining the facts and putting them 
to use. 


Finding a Starting Point 


In many companies, the starting point 
for a distribution research program is 
clearly apparent to the top executives. 
The following check list indicates the 
more common symptoms of distribution 
inefficiency that may suggest opportuni- 
ties for profitable distribution research: 


Unnecessa-ily complicated product lines 

Faulty inventory planning and control 

Excessive warehousing and delivery ex- 
pense 

Unnecessary order handling and invoic- 
ing paper work 

Inefficient materials handling methods 

Excessive packing and shipping expense 

Use of uneconomic or spotty distribution 
channels 

Excessive solicitation expense 

Unsound allocation of advertising pro- 
motion in terms of market potential 


When there is no clearly defined start- 
ing point for a distribution research pro- 
gram, however, a first step that any 
company can take is to analyze its dis- 
tribution costs on a company-wide basis. 
This does not mean setting up an elabo- 
rate distribution cost accounting system. 
Rather, it means identifying the impor- 
tant distribution functions for which 
cost figures are readily available; then 
developing a composite tabulation and 
analysis of costs by functions to deter- 
mine the share of the total sales dollar 
being spent to perform each function. 

The typical functional distribution 
costs found in most companies are: 


Advertising and promotion (media, 
point-of-sale, solicitation, showrooms, 
etc.) 

Credits and collections 

Warehousing (space, inventory invest- 
ment, receiving and marking, insur- 
ance) 
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Order processing and materials handling 
Packing and shipping 
Product service (repair and replacement) 


The purpose in preparing such an 
analysis of costs is to bring to light those 
expenses that appear on the basis of 
judgment to be both out of line and of 
sufficient importance dollarwise to justify 
detailed study of the behind-the-sum- 
mary figures. 

In this over-all review of total distribu- 
tion expense figures, executives often 
find it helpful to compare their own com- 
pany’s figures with those of other similar 
companies. Of even greater importance 
than such comparisons, however, is the 
exercise of judgment by the executive 
based on his knowledge and firsthand ob- 
servation of company operations. 

For example, the controller of a major 
grocery manufacturer knew that his com- 
pany’s warehousing costs reflected high 
direct labor charges for materials han- 
dling. A question that he was thus able 
to raise in reviewing actual expense fig- 
ures pointed the way to a study of the 
possibilities for cost reduction through 
applying modern materials handling 
methods in his company’s warehouses. 

The sales manager of a large pharma- 
ceutical manufacturer knew that one of 
his major competitors was satisfactorily 
serving its trade outlets from only ten 
warehouses, whereas his company op- 
erated seventeen. This enabled him to 
suggest a warehouse location study that 
led eventually to the elimination of a 
number of unnecessary warehouses and 
the development of a faster, lower-cost 
distribution system. 

The treasurer of a textile specialty 
manufacturer was concerned over the ex- 
cessive amount of working capital being 
tied up in inventories. His questions led 
to a study of sales planning and inven- 
tory control methods that resulted in a 


25 per cent over-all reduction in inven- 
tories and the development of an im- 
proved system of sales forecasting that 
made possible the eventual elimination 
of back orders—once a major, constantly 
recurring problem. 

The president of a machinery manu- 
facturing company, who had come up 
through the sales department, had been 
of the opinion for some time that his 
sales force was not large enough to pro- 
vide satisfactory coverage of all the po- 
tentially worth-while markets the com- 
pany was seeking to reach. He therefore 
authorized an analysis of company sales 
coverage policies that led to a revision of 
its branch managers’ compensation plan. 
This change helped to bring about the 
hiring of more salesmen, and the placing 
of greater emphasis on across-the-board 
selling of all company products. 

These illustrations should serve to in- 
dicate the relative ease of finding a start- 
ing point for distribution research. The 
conditions that affect distribution effi- 
ciency and costs are so varied, however, 
that it is impossible to suggest all of the 
types of questions that can serve to spark 
a distribution research program. 


Making a Preliminary Diagnosis 


Once the starting point for a distribu- 
tion research program has been estab- 
lished, it is often helpful to make a pre- 
liminary exploration of the indicated 
problems to determine their scope before 
embarking on a more detailed study of 
each problem. 

Such a diagnostic study serves to focus 
attention more clearly on the specific is- 
sues involved in the solution of each 
problem, and to disclose any corollary 
problems that may require consideration. 
Thus, should a problem require more 
time and money than is available for the 
purpose, the detailed study may be nar- 
rowed in scope, or even postponed, pend- 
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ing a more suitable time for its initiation. 
An oil refining company, for example, 
learned through such a preliminary di- 
agnostic study that its sales executives 
were not being given the control reports 
required for the successful performance 
of certain of their responsibilities. This 
deficiency was also shown to be causing 
certain distribution inefficiencies, partic- 
ularly in controlling distribution costs 
through various trade channels on cer- 
tain key products. It was further dis- 
closed, however, that the problem had its 
roots in certain faulty company distribu- 
tion practices that made it difficult to de- 
velop practical sales control reports. As 
a result, the decision was reached to post- 
pone any further study of sales controls 
pending completion of a study of the 
company’s distribution practices. _ 


Developing a Working Plan 


Because distribution research projects 
normally require the cooperation of a 
number of different individuals in a com- 
pany organization over an extended pe- 
riod of time, a written working plan for 
every distribution research project will 
help to ensure effective administration 
of the work. 

Once agreement has been reached as 
to the objectives and scope of a project, a 
plan should be drawn up that provides a 
clear statement of: 


. Objectives of the study 

. Major factors to be considered 

. Basic steps to be taken 

. Who is to be responsible for each 
phase of the work 

. Approximate completion time 

. Approximate cost 


Co 


Nor 


Since it is obviously impossible to fore- 
tell the precise nature of any study prior 
to undertaking it, the working plan 
should be submitted with the clear un- 


derstanding that it is subject to revision 
in the light of subsequent developments. 
The value of a written plan, however, is 
so great that it should never be omitted 
simply because it may have to be revised. 
Its value lies in the fact that it provides a 
basis for: 


1. Coordinating the activities of those 
who must collaborate on the project. 

2. Reporting progress to top manage- 
ment. 

3. Appraising the net effect on time 
and cost of any revision in the project 
that may be found necessary as the study 
progresses. 


Getting Action on Findings 


Unless a study provides a basis for tak- 
ing action, or deciding not to take action, 
it will be considered of relatively little 
value. Effective administration of a dis- 
tribution research program requires, 
therefore, that the objective of develop- 
ing practical recommendations for action 
at the earliest time be kept constantly in 
mind by those working on any distribu- 
tion research project. 

Because of the complicated nature of 
most distribution research problems, and 
the frequent necessity for investigating a 
number of fringe areas to make certain 
that a project is properly oriented, it is 
very easy for those engaged on a project 
to spend an excessive amount of time on 
aspects of a problem that may have little 
bearing on final conclusions. The Direc- 
tor of Distribution Research, therefore, 
must weigh constantly the relative im- 
portance of the various steps in any proj- 
ect, and be prepared to conclude the fact- 
finding effort at the point where suff- 
cient evidence has been developed to 
provide the basis for a sound conclusion. 

At the same time, the Director of Dis- 
tribution Research must resist pressures 
to reach conclusions too early in a study. 
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Because of the interrelationship of fac- 
tors that must be evaluated in arriving at 
an integrated solution of many distribu- 
tion research problems, experience has 
indicated that it is usually wise to defer 
any action until all the facts are in and 
analyzed. This is particularly true when 
decisions must be made that will require 
changes in a company’s long-term objec- 
tives, its policies or organization, or a 
substantial investment in facilities. 


CONCLUSIONS 


This review of the status of distribu- 
tion research suggests that it is still in 
the pioneering stage. The need for effec- 
tive research is generally admitted by 
leaders of the business community. Al- 
though a number of outstanding com- 
panies have been successful in applying 
research techniques that have helped 
them to develop greater distribution effi- 
ciency, the opportunity for profitable ex- 
pansion of the field remains large. Fun- 


damentally, this reflects the interest that 
major companies have in developing 
greater distribution efficiency as a com- 
petitive weapon. 

Further expansion of the field of dis- 
tribution research seems to be dependent 
on ability of top executives to find a bet- 
ter approach to the problem of organiz- 
ing and administering distribution re- 
search activities. The experience of a 
number of successful companies indicates 
that the creation of a new staff position, 
Director of Distribution Research, may 
offer a practical solution for this prob- 
lem. 

Only time will tell whether distribu- 
tion research can ever attain the stature 
of production research in this country. 
Increased executive understanding of the 
opportunity for profitable application of 
distribution research promises, however, 
to bring about in the next decade a sub- 
stantial growth in the number of com- 
panies with well-organized and directed 
distribution research programs. 
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A LTHOUGH the continuous consumer 

panel is now a widely accepted re- 
search technique, little published infor- 
mation is available on either the effect 
of such an operation on response rates or 
the nature of the results obtained.t Such 
information is obviously of great impor- 
tance, not only for the light it throws on 
the probable cost of such operations but 
also as an indication of the probable bias 
and other effects resulting from the use 
of this technique. 

The present article attempts to pro- 
vide some of this information. It is es- 
sentially a by-product of a broader study 
designed to investigate the influence of 
consumer expectations on durable-goods 
purchases and the relationship between 
purchase intentions and realizations. In- 
asmuch as this study was conducted by 
means of a continuous monthly con- 
sumer panel, considerable information 
was necessarily accumulated on the char- 
acteristics of such an operation. At the 
same time, it became highly desirable to 
analyze these data in order to evaluate 

* The writer would like to thank the Graduate 
Research Board of the University of Illinois for a 
grant that made this study possible. He would also 
like to acknowledge the capable assistance of Ray 
Twery and Frances Dotson in carrying out the 
statistical analysis. 

1Scattered data on these questions will be found 
in H. Goudet and C. Daniel, “Radio Listener 
Panels,” Federal Radio Education Committee, U. S. 
Office of Education, Washington, D. C., 1940; 
P. Lazarsfeld and M. Fiske, “The Panel as a Tool for 
Measuring Opinion,” Public Opinion Quarterly, 
Vol. 2, October, 1938; C. W. Churchman, R. L. Ack- 
off and M. Wax, editors, Measurement of Consumer 
Interest (Philadelphia: University of Pennsylvania 
Press, 1937); and M. Parten, Surveys, Polls and 


Samples (New York: Harper and Brothers, 1950), 
Ch. III. ' 
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the possible influence of this technique 
on the nature of the substantive results. 
Much of the work described in this article 
was done to meet this need. This work 
has been supplemented by additional 
material designed to provide informa- 
tion on one of the more perplexing as- 
pects of a continuing consumer panel, 
the degree of nonresponse that may be 
expected during such an operation. 
Essentially, three questions relating to 
a continuous consumer panel operation 
are investigated here. They are: 1) the 
nonresponse rates encountered at various 
stages, 2) the effect of the nonresponse 
rates on the distribution of the sample 
by characteristics relevant to the subject 
under study, and 3) the effect of member- 
ship in the consumer panel on the replies 
of the respondents. From the point of 
view of possible bias in the final results, 
it is the second and third questions that 
are of major concern. Nonresponse rates 
as such are not necessarily indicative of 
bias, but they are nevertheless of interest 
in themselves for the light they throw on 
the probable cost of a survey and on the 
size of the initial sample required to ar- 
rive at a predetermined final sample size. 


THE SAMPLE 


In March, 1951, a monthly consumer 
panel of some 150 families was set up in 
Decatur, Illinois, to study the effect of 
people’s expectations on their purchases 
of durable goods. Personal interviews 
were conducted with the panel members 
in which they were questioned regard- 
ing their durable-goods purchases in the 
past six months, their expected pur- 
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chases of durable goods over the next six 
months, and their over-all expectations 
regarding their family income and sav- 
ings and the price movements of selected 
durable goods. With minor variations to 
reduce boredom, the same questions 
were repeated on this original group for 
each of the following nine months. The 
only real change in the questions was to 
relate past purchases to the last month 
instead of to the last six months, a change 
that enabled a closer check to be made on 
the fulfillment of purchase intentions. 

In addition to this original panel, be- 
tween 35 and 50 new families were inter- 
viewed on each of the second, third, 
fourth, and seventh waves (months). The 
addition of these families served two 
purposes. On the initial waves, it served, 
for analytical purposes, to increase the 
size of the sample, which had fallen con- 
siderably as a result of panel mortality. 
Second, comparison of the initial re- 
sponses of these families with those of the 
“veteran” panel members provides a 
means of evaluating the effect of panel 
membership on the replies. This is par- 
ticularly true at a late stage of the study, 
such as on the seventh wave, when suffi- 
cient time would have elapsed for any 
effect of panel membership on one’s reply 
to have become well established. 

As originally constituted, the initial 
sample as well as the later additions were 
selected in an unrestricted random man- 
ner from the population at large. In view 
of the high rate of nonresponse, however, 
much of which is unavoidable in any 
panel operation, most of the substantive 
results based on the sample responses are 
not necessarily representative of the pop- 
ulation studied, though this limitation 
does not seem to hold for various parts of 
the study of bias, as shall be seen. 


Nonresponse Rates 
Because of the continuous nature of a 


panel operation, the nonresponse, or 
mortality, rate is inevitably greater than 
that of a one-spot sample, and the more 
so, the longer is the period of the opera- 
tion. Compensation for nonresponse is 
made in most panel operations by the re- 
cruitment of additional people; in some 
instances, attempts are made to replace 
nonrespondents with people having 
much the same characteristics. Neverthe- 
less, nonresponse is one of the main head- 
aches of a consumer panel, and it is of 
interest to obtain some idea of the magni- 
tude of this factor. 

Nonresponse can occur for a number 
of reasons. The respondent may just not 
be in a cooperative mood; he may not be 
at home; he may be antagonized by the 
interviewer; he may not like the ques- 
tions asked; and so on. From the point of 
view of this type of analysis, however, all 
of these various reasons can be classified 
into one of two categories: people who 
could not be contacted, and people who 
were contacted but refused. The number 
of noncontacts depends essentially on the 
resources of the operation. With sufficient 
funds, noncontacts could theoretically be 
reduced to zero, although in practice 
this is rarely, if ever, the case. Inability 
to locate addresses, moving, departures 
for vacation, and illness, are among the 
factors that contribute to noncontact of 
sample members in a year-round panel 
operation. 

The second classification, the refusals, 
constitutes the hard core of nonre- 
sponse in any survey operation. Despite 
thorough training of interviewers and 
careful design of the questionnaire, a 
certain proportion of those contacted 
will refuse to cooperate for one reason or 
another. On the usual one-spot personal 
interview survey, 15 per cent refusals is 
probably about average (on a mail sur- 
vey the refusal rate is, of course, con- 
siderably greater). Much the same refusal 
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rate can be expected on the initial wave 
of a personal interview panel—provided 
the respondent is not told of the panel 
aspect of the operation until the end of 
the interview. Additional refusals can be 
expected on succeeding interviews, how- 
ever, as boredom and respondent fatigue 
begin to appear. 

The distinction between these two 
forms of nonresponse is particularly im- 
portant when it comes to generalizing 
the results of a study, especially those of 
this particular study. This is because of 
the limitation on the resources available, 
which served to restrict the interview 
period and the number of callbacks pos- 
sible on each wave.? As a result, the non- 
contact rate, the proportion of sample 
members not contacted on a particular 
wave, was considerably higher than 
might otherwise have been the case. On 
the other hand, the refusal rate, which 
we define as the proportion of people 
contacted who declined to be inter- 
viewed, is not affected by this limitation. 
Since mostly experienced interviewers 
were used in the study, the refusal rates 
encountered may well be fairly typical of 
those on similar panel operations, and it 
is therefore to these statistics that primary 
attention is given in this section. 

An over-all picture of the magnitudes 
of the nonresponse rates secured in this 
study is presented in Figure 1. The base 
for this chart is the total number of new 
members that were included in the first 
four waves, 370 in all. Since the study 
consisted of ten waves of interviews, this 
procedure permits the trend in nonre- 
sponse to be examined over seven sets 
of interviews and at the same time pro- 
vides a fairly sizeable base for an exami- 
nation of the characteristics of the non- 
respondents. In terms of this base, the 

*Another limiting factor was the fact that the 


study was made in Decatur, a city about fifty miles 
away from the University of Illinois. 
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three lines on the chart portray the cumu- 
lative nonresponse rates over these seven 
sets of interviews for a) total nonrespond- 
ents, b) noncontacts, and c) refusals. 

The general trend of each of these 
nonresponse rates is essentially the same, 
and in accordance with past experience 
with such operations. Nonresponse in- 
creases most, both absolutely and rela- 
tively, in the initial waves and then 
rapidly declines. The cumulative nonre- 
sponse rates therefore rise rapidly at first 
and then slowly level off. As is shown by 
the chart, the refusal rate leveled off fairly 
early—the cumulative refusal rate by the 
third interview differed only negligibly 
from that on the seventh interview— 
whereas noncontacts continued to mount 
throughout the operation, though at an 
apparently decreasing rate. 
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FIGURE 2 
Refusal Rates, by Selected Characteristics 


Figure 1 also brings out the relative 
importance of the two types of nonre- 
sponse. More than twice as much nonre- 
sponse resulted from inability to contact 
panel members as from refusal to grant 
an interview. The difference between the 
refusal rate and the total nonresponse 
rate represents basically the effect of limi- 
tation of resources. In effect, the refusal 
rate on the chart represents the theoreti- 
cal minimum nonresponse rate that 
might have been obtained in this study 
(at least with the available staff). For, 
given sufficient resources, noncontacts 
might be eliminated altogether, so that 
the only nonrespondents would be re- 
fusals.$ 

In this particular study, it is clear that 
limitation of resources was the major 

*In practice, two limitations exist to this state- 
ment: death and severe illness among the panel 


members, and the possibility that some of the non- 
contacts might turn out to be refusals. 


contributory factor to nonresponse. This 
limitation of resources does not, however, 
have much effect on the refusal rate, and 
therefore some degree of generality may 
be attached to an examination of the 
characteristics of the refusals, and to the 
change in the distribution of these char- 
acteristics over time. Separate refusal 
rates for various characteristics were 
therefore computed from these data, and 
are presented in Figure 2 for six charac- 
teristics, one panel for each characteristic. 
Each line in the panels shows how the 
cumulative refusal rate (on the vertical 
axis) for the people in one particular 
category of that characteristic varies with 
the number of times they have been in- 
terviewed (on the horizontal axis). The 
refusal rate at any point is computed as 
the cumulative number of refusals en- 
countered through that particular inter- 
view from the people in the category, 
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divided by the number of people in that 
category in the sample less the number 
not contacted. In other words, this ratio 
is the number of cumulative refusals 
divided by the number of contacts. 

The number of sample members that 
form the basis for the refusal rates in this 
chart is not large, varying generally be- 
tween 25 and 100 in a particular cate- 
gory; the exact sample sizes are indicated 
in parentheses next to the legends. The 
fluctuations and specific positions of these 
lines are therefore subject to sizable 
sampling variations, and even the gen- 
eral movements and relative positions of 
the lines in each panel have to be inter- 
preted with caution. However, some sup- 
port for the general position of these lines 
would seem to be provided by the con- 
sistent picture of the characteristics of 
the groups possessing the highest refusal 
rates exhibited in Figure 2. Thus, the 
highest proportions of refusals appears 
to occur among one- and two-member 
families, among families with no children 
under 14 years of age, families with more 
than one income-earner, families in the 
higher and in the lower income levels, 
and families whose head works in a 
manual occupation and is 50 or more 
years old. 

The only seeming inconsistency in 
this pattern is the inclusion of families at 
both ends of the income distribution, an 
inconsistency that is removed when it is 
considered that although the behavior of 
these two groups of families may be the 
same in this respect, the reasons for the 
behavior are apparently different. Re- 
fusal rates were high at the lower end of 
the income scale because of the distrust- 
ful attitude of many of these families 
toward the survey, whereas they were 
high at the upper end of the income scal¢ 
largely because of the unwillingness of 
many of those families to spare the time 
required for the interviews (which in 


some cases may amount to the same 
thing). 

In evaluating the magnitude of the re- 
fusal rates shown in Figure 2, it should be 
noted that no premiums or special in- 
centives of any kind were used in solicit- 
ing the cooperation of the respondents. 
In retrospect, it is probable that resort to 
such procedure might have reduced the 
refusal rate appreciably. 


EFFECT OF NONRESPONSE ON 
SAMPLE RESULTS 


What effect does nonresponse have on 
the results obtained from the panel op- 
eration? 

Because of the progressive increase 
through time in the panel mortality rate, 
the danger of biased results from this 
source is greater than in the usual one- 
spot sample. On the other hand, the mere 
existence of panel mortality, whether it 
be high or low, does not of itself imply 
the presence of bias. And if bias does 
exist, and can be detected soon enough, 
recruiting of additional sample members _ 
having particular characteristics often 
provides a simple means of offsetting the 
bias to a large extent. 

In this section, attention is directed 
solely at the detection of bias from this 
source. The distributions of replies of the 
initial sample on the first four waves will 
be compared with those of the same re- 
maining sample members on the last 
wave. Essentially, the objective is to de- 
termine the manner, if any, in which the 
respondents differ from the nonrespond- 
ents not only with respect to the classi- 
fying characteristics used in the study but 
also with respect to other measurable 
factors that may distort the representa- 
tiveness of the substantive results. This 
procedure assumes, of course, that the 
initial samples themselves provide an un- 
biased representation of the population. 
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TABLE 1.—SIGNIFICANCE OF DIFFERENCES BETWEEN INITIAL AND TERMINAL SAMPLE DISTRIBUTIONS, 
BY SELECTED CHARACTERISTICS 


Basis for Probability that 
Initial Computed Differences are 
Characteristic Distribution Chi-square not Significant 
Family size Wave 1 1.54 .50 
Wave 2 4.33 .90 
Wave 3 0.87 95 
Wave 4 1.17 90 
Children under 14 Wave 1 71 .70 
Wave 2 12 95 
Wave 3 39 .90 
Wave 4 1.96 .70 
Income Wave 1 1.79 .70 
Wave 2 1.75 .80 
Wave 3 1.80 .90 
Wave 4 1.98 .90 
Occupation of head Wave 1 2.86 50 
Wave 2 1.33 .90 
Wave 3 2.34 .80 
Wave 4 3.18 .70 
Age of head Wave 1 61 .80 
Wave 2 49 .80 
Wave 3 81 .70 
Wave 4 1.21 .70 


The validity of this assumption will be 
examined later on. 

The classifying characteristics used in 
this study included family size, number 
of children under 14 years of age, income, 
occupation of the head of the family, and 
age of head of the family. For each char- 
acteristic the distribution of the sample 
on each of the first four waves was com- 
pared with the distribution of the same 
sample members remaining on the last 
wave. Thus, four separate comparisons 
were made for every characteristic. For 
each of these comparisons, chi-square 
analysis was used to test the significance 
of the differences.* The values of chi- 
square obtained in this manner are 
shown in Table 1. 

*No statistical significance test is strictly valid on 
these data because there is no assurance that the 
sample, particularly on the final waves, is a repre- 
sentative one. Such tests are used nevertheless in 
this study on the basis that: “If the sample were 
representative, this is what the significance tests 
would show. . . .” Actually, it might be noted that 


there is no assurance that the sample is not repre- 
sentative of the population, either. 


It is clear from this table that the differ- 
ences between the initial and terminal 
distributions could have been readily 
produced by random sampling variations 
in every instance. This finding is a rather 
surprising one inasmuch as it would seem 
to contradict the differential refusal rates 
shown in Figure 2 as well as the fre- 
quently stated view that cumulative non- 
response in a continuous panel operation 
tends to be concentrated in particular 
population groups.® The answer is that 
apparently the differential refusal rates 
encountered in the survey were not sufh- 
cient to alter the initial and terminal 
sample distributions significantly despite 
the recruitment of additional panel mem- 
bers by random selection instead of 
by so-called ‘“‘matching” of new with 
dropped panel members. It might be 
noted that this finding does contradict 


*E.g., L. O. Brown, Marketing and Distribution 
Research (New York: The Ronald Press Co., 1949), 
p. 307; M. Parten, Surveys, Polls and Samples (New 
York: Harper and Brothers, 1950), p. 99. 
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TABLE 2.—ACTUAL AND INTENDED PURCHASES PER FAMILY REPORTED ON First INTERVIEW 
BY WAVE AND ULTIMATE STATUS IN PANEL 


Actual Purchases Intended Purchases 
per Family per Family 
Number of 
Ultimate Status Families Total Major Minor Totai Major Minor 
Wave I 
Refused—Wave 2 8 1.63 63 1.00 1.00 50 50 
Refused—Wave 3 6 1.33 66 66 .67 50 17 
Interviewed at least 3 times 67 2.18 97 1.21 .63 34 28 
Wave 2—New respondents only 
Refused—Wave 3 12 2.00 ae 1.25 .16 .08 .08 
Refused—Wave 4 4 1.75 ae 1.00 75 
Interviewed at least 3 times 32 2.87 1.06 1.81 56 31 25 


that of at least one other panel operation, 
where significant differences between the 
original and terminal samples by selected 
characteristics were observed.® The fact 
that this other operation involved the 
keeping of written records, and was ap- 
parently conducted by mail, may well 
have been a major contributory factor in 
the different results obtained. 

Does this mean, then, that nonresponse 
in this operation had little effect on the 
results obtained? In so far as these par- 
ticular characteristics affect the sample 
results, yes; but it is difficult to ascertain 
the extent to which nonresponse may af- 
fect the results in other ways. With the 
data at hand, only one additional hypoth- 
esis on this subject could be tested. This 
hypothesis states that the refusals are 
more likely to be families making fewer 
durable goods purchases, or having fewer 
short-term plans for acquiring durable 
goods. In other words, the refusals are 
more likely to be those to whom the sub- 
ject of the study has less meaning or in- 
terest. 

A test of this hypothesis was made, 
based on the results of the first two waves 
of interviews. The number of actual pur- 
chases and intended purchases reported 
by each respondent were segregated ac- 


*S. G. Barton, “Consumer Panels,” in Church- 
man, Ackoff and Wax, editors, op. cit., p. 157. 


cording to the status of these respondents 
in the panel over the succeeding inter- 
views. Of these various groups, average 
purchase-per-family figures were com- 
puted for those respondents refusing on 
the following wave, for those respond- 
ents refusing on the wave after that, and 
for those who remained in the panel for 
at least three additional interviews. For 
example, of the 81 families interviewed 
on Wave 1 who were contacted for later 
interviews, 8 refused to be interviewed 
on the second wave, 6 granted interviews 
a second time but not a third time, and 
67 remained in the panel beyond the 
third wave. Comparison of average pur- 
chase figures for these three groups of 
families should therefore provide some 
indication of the general relationship be- 
tween cooperativeness and purchase re- 
ports. 

The relevant data are presented in 
Table 2 above. Purchase figures are given 
in the table for both “major” and 
“minor” purchases, the dividing line be- 
ing family purchases amounting to $25. 
The purpose of this distinction is to 
examine if, and how, possible bias in 
panel membership is reflected by the size 
of the purchase. 

Although the sample sizes which form 
the bases for most of the figures in this 
table are fairly small, two points are 
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clearly evident. One point is that no re- 
lationship whatever is apparent between 
intended purchases per family and ulti- 
mate status in the panel: the refusals had 
at least as many purchase plans as the 
families that remained willing to be in- 
terviewed. On the other hand—and this 
is the second point—the families remain- 
ing in the panel reported an appreciably 
larger number of purchases made in the 
recent past than those who dropped out 
on either of the following two waves. 
This is true for both major and minor 
purchases, perhaps slightly more so for 
the latter. 

Thus, it appears that this hypothesis 
may be borne out by the data on actual 
purchases though not by the data on in- 
tended purchases. Even for actual pur- 
chases, however, these findings do not 
necessarily confirm the validity of the 
hypothesis because at least one other ex- 
planation exists for the same phenome- 
non that would seem offhand to be 
equally plausible. This explanation is 
that those who were later refusals may 
not have been too cooperative when they 
were interviewed and did not report, or 
did not try to recall, all the purchases 
they had made in the previous six 
months. The data in Table 2 are consist- 
ent with this hypothesis: the phenome- 
non may not have shown up on intended 
purchases because it requires less effort to 
state purchase plans, generally upper- 
most in people’s minds, than it is to recall 
purchases made. For these reasons, there 
would seem to be little positive evidence 
of bias in the results of this panel opera- 
tion due to nonresponse. 

The manner in which this conclusion 
was arrived at, however, is such that it 
involves the assumption that the distri- 
butions of the respondents on the initial 
waves is essentially the same as those of 
the population for the characteristics be- 
ing studied. To test the validity of this 


assumption, an attempt was made to re- 
interview all of the initial refusals in the 
survey, with the sole objective of obtain- 
ing the classifying characteristics listed 
in Table 1. Using an abbreviated inter- 
view form and repeated callbacks, inter- 
views were obtained with 45 out of a 
total of 55 refusals. Nine could not be 
located (either moved or out of town) 
and one refused to supply the desired in- 
formation. The distribution of the 45 
respondents by the five characteristics 
used in Table 1 was compared with that 
of the respondents to Wave 1 by means 
of chi-square analysis. The results are 
presented in Table 3. 


TABLE 3.—SIGNIFICANCE OF DIFFERENCES BETWEEN 
DISTRIBUTIONS OF RESPONDENTS ON WAVE 1 
AND OF REFUSALS, BY SELECTED 


CHARACTERISTICS 
Probabilities 

Computed _ that Differences 

Characteristic Chi-Square Are Significant 
Family size 6.09 .20 
Children under 14 7.27 0S 
Income 5.47 .20 
Occupation of head 1.31 .90 
Age of head 13.15 01 


Significant differences between the re- 
spondents and nonrespondents are now 
apparent at the .o5 probability level for 
two of the five characteristics in the table: 
number of children under 14 years of 
age, and age of head of family. In both 
instances, the initial sample appears to 
be biased toward younger families, that 
is, toward families whose head is under 
50 years of age and toward families hav- 
ing more than one child. For the other 
three characteristics, however, no signifi- 
cant differences are evident between the 
refusals and the Wave 1 respondents, al- 
though except for occupation, a greater 
tendency toward significant differences 
is apparent for the refusals than for the 
change in the panel distribution over 
time (Table 1). 
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It might be noted that much the same 
results were obtained when the refusals 
were compared with the distributions of 
the respondents on the last wave instead 
of with those on Wave 1. This procedure 
might be advocated on the ground that 
the last-wave respondents provide a more 
stable representation of panel member- 
ship than those on the initial wave, some 
of which may drop out of the panel as the 
operation progresses. The use of this al- 
ternate procedure did reduce the level of 
significance for the number of children 
under 14 to .20, but otherwise the results 
were substantially the same. 

To summarize this section, it appears 
that what bias is present in the consumer 
panel occurred on the initial wave and 
that no change of any consequence oc- 
curred in the distribution of the sample 
by these characteristics over the length 
of the operation. This does not neces- 
sarily mean, however, that the sample 
provides an unbiased selection from the 
population because of possible differ- 
ences between the characteristics of the 
noncontacts and those who were con- 
tacted. Through a variety of ways, infor- 
mation was obtained on all five character- 
istics listed in Table 3 for 81 of the 110 
families who were not contacted during 
the operation. Comparison of these dis- 
tributions with the corresponding ones 
for the respondents provided strong indi- 
cations that some bias was present in the 
sample because of the large number of 
noncontacts, a bias in the direction of 
larger size families, families with younger 
heads, and families whose heads are pro- 
fessional, managerial or skilled workers. 


EFFECT OF PANEL MEMBERSHIP 
Apart from the factor of nonresponse 
is the question of the effect of panel mem- 
bership as such on the sample results.” 


7A summary of prior studies on the effect of re- 
peated interviews on sample results will be found 


Presumably, panel members tend to be- 
come more self-conscious over time of 
their membership in the panel, and of 
their replies. One result of this increased 
self-consciousness is a possible tendency 
on their part to modify their replies on 
questions relating to personal habits or 
to matters of social import to bring them 
more into line with social acceptability. 
Another, more favorable, result is im- 
provement in the memory of the respond- 
ent, thereby leading to more accurate 
data where records of past actions (pur- 
chases, attitudes, etc.) are requested. In 
either case, however, some form of bias 
is involved, bias in the sense that the re- 
plies obtained by interviewing the panel 
members are not the same as those that 
would have been obtained had those 
people not been interviewed previously. 

The first of these sources of bias is not 
of great importance in the present study 
because not much social significance is 
attached to answers to questions on such 
subjects as past purchases, expected 
future purchases, income and price ex- 
pectations, international outlook, and so 
on. The few that are of this type, such as 
perhaps income and income expecta- 
tions, are likely to be affected, if at all, in 
the very first interview, and hence are 
not susceptible to measurement in the 
present study. There are one or two 
questions the answers to which may be 
affected by some delayed reaction variety. 
Thus, a respondent may state his inten- 
tion to purchase a television set purely 
to show that he means to ‘“‘keep up with 
the Joneses,” but in such a case the effect 
of this motive cannot be distinguished 
from the effect of improvement in mem- 


in Ruch, F. L., “Effects of Repeated Interviewing 
on the Respondent’s Answers,” Journal of Consult- 
ing Psychology, Vol. 5, No. 4, July-August, 1941, 
pp. 179-182. None of these prior studies, however, 
were concerned with bias in the measurement of 
purchase plans or of purchases made. 
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TABLE 4.—AVERAGE NUMBER OF ACTUAL PURCHASES REPORTED BY WAVE AND NUMBER OF as 
TimEs INTERVIEWED 
(1) (2) (3) (4) (6) (7) (8) 
Indices of Average 
Average Purchases Purchases: First In- 
per Family terviews = 100 ae 
Families Being Inter- Number of = si 
viewed for Total Major Minor Total Major Minor Families -_ 
Wave 2: Purchases reported for Sept., 1950-Apr., 1951 7 3 
First time 2.5 1.0 1.5 100 100 71 
Second time 3.1 1.2 1.9 124 120 127 87 a 
Wave 3: Purchases reported for Sept., 1950-May, 1951 
First time 3.4 1.0 2.4 100 100 100 27 
Second time 3.7 1.3 2.5 109 130 104 44 
Third time 4.0 1.5 2.6 118 150 108 67 ie 
Wave 4: Purchases reported for Jan.—June, 1951 ' 
First time 1.6 0.7 0.9 100 —«-100 100 28 a: 
Second time 1.8 0.4 1.3 112 57 144 17 
Third time 2.9 0.9 2.0 181 128 222 32 
Fourth time 3.4 1.2 2.3 212 171 256 59 
Wave 7: Purchases reported for Jan.—Sept., 1951 rd 
First time 2.6 0.6 2.1 100 100 100 31 4 
Third or fourth time 4.2 1.2 3.0 162 200 143 20 = 
Fifth or sixth time 4.7 1.2 3.5 181 200 167 37 
Seventh time 5.6 1.8 3.8 215 300 181 46 


This second factor, however, improve- 
ment in memory, is of major importance 
in a behavior study such as this one, and 
the effects of panel membership or the 


results uncovered in this section are, un-: 
doubtedly, largely due to this factor. The. 


nature of this effect was ascertained in 
the present study by comparing the dis- 
tributions of replies of the new members 
with those of the ‘“‘veterans” for each of 
the four waves on which new panel mem- 
bers were added. In these comparisons, 
primary attention was given to actual 
purchases and to purchases contem- 
plated. To the extent that panel member- 
ship does make some impression on a 
person’s mind, an improvement in mem- 
ory is likely to result which would ex- 
press itself in a higher incidence of re- 
ported purchases whether actually made 
or contemplated. The question of the 
effect of panel membership on response 


in this sense therefore becomes one of de- 
termining whether the number of pur- 
chases reported by the experienced panel 
members significantly exceeds the num- 
ber of purchases reported by new panel 
members. 

Because of the highly seasonal nature 
of consumer purchases, such a determina- 
tion is not possible by comparing re- 
ported purchases over successive inter- 
views, a method that might otherwise be 
used. Instead the answer lies in compar- 
ing purchases reported in the same wave 
according to the number of times each 
person has been interviewed. Such a 
comparison is shown in Table 4 for actual 
purchases reported for Waves 2, 3, 4, and 
7, the waves on which new panel mem- 
bers were added. Purchase figures are 
given in the table for both “major” and 
“minor” purchases. 

It will be noted, from Table 4, that the 


j 
7 
Tk 
‘ 
ok 


256 


THE JOURNAL OF MARKETING 


period to which the purchase figures re- 
late varies by the wave. This is because 
the period for which past purchase infor- 
mation was requested on the initial in- 
terview varied from six to nine months, 
depending on what was thought to be a 
convenient reference date. On subse- 
quent interviews, however, inquiry was 
made about purchases only during the 
preceding month. The purchase figures 
shown in the table represent for any par- 
ticular wave all purchases made by panel 
members during the entire period 
covered by the initial interviews on that 
wave; the exact period is specified by the 
subheading. 

The actual average purchases made per 
family over these varying periods is 
shown in columns 2, 3, and 4 of the table. 
These figures are not directly relevant 
for assessing the effect of panel member- 
ship, however, because the varying 
lengths of the periods covered do not per- 
mit comparisons to be made between 
waves. Such comparability is possible by 
expressing the average purchase figures 
on any particular interview as a percent- 
age, or index, of the average purchase 
figure for that type of purchase for the 
initial interviews on that wave. The re- 
sultant indices are presented in columns 
5, 6, and 7 of the table. The last column 
in Table 4 indicates the number of panel 
members on which each purchase statis- 
tic is based. 

Judging by the evidence in this table, 
a clear tendency exists for the purchases 
reported per family to rise as the number 
of interviews with the family is increased. 
By the third or fourth interview, the 
average number of purchases reported 
seems to be twice as high as the average 
purchases reported at the same time by 
families on their initial interview. 
Though considerable random variations 
are present in the data because of the 
small sample sizes involved, actual pur- 


chases reported nevertheless appear to 
rise until the fifth or sixth interview. 
Much the same phenomenon was found 
to exist when an analysis similar to that 
shown in Table 3 was carried out for the 
respondents on Wave 10, the last wave of 
interviews: beyond the sixth interview, 
little increase in purchases reported per 
family was evident. 

The sample sizes represented in Table 
4 are too few to permit any conclusive 
judgment as to whether the increase in 
purchases is more evident for major goods 
or for minor goods. There is some tend- 
ency for the reported purchases of minor 
goods to rise faster than those of major 
goods after the second interview, but the 
tendency is not pronounced. 

Does the trend observed in Table 3 
for actual purchases also exist for in- 
tended purchases? To answer this ques- 
tion, a similar analysis was carried out 
for intended purchases. Columns 2-4 of 
Table 5 present the average number of 
planned purchases reported per family 
for the same four waves used in Table 4, 
and also for Wave 10. Again, the data are 
converted into indices in columns 5-7 
with those first interviewed as the base 
on each wave. 

The pattern of purchase plans re- 
ported with length of panel membership, 
as revealed by this table, is an interesting 
one. The number of purchase plans re- 
ported on the initial interview tends to 
be larger than on any other interview. 
On the second and third interviews, a 
considerable drop in the number of new 
planned purchases reported is apparent, 
which may be due in part to the strange- 
ness of the interview at this stage and in 
part to the likelihood that long-term pur- 
chase plans would be mentioned on the 
initial interview and not thereafter. By 
about the fourth or fifth interview, how- 
ever, the number of new planned pur- 
chases reported turns upward—a result, 
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TABLE 5.—AVERAGE NUMBER OF PLANNED PURCHASES REPORTED BY WAVE AND NUMBER OF 
TimEs INTERVIEWED 


(1) (2) (3) (4) (5) (6) (7) (8) 
Indices of Average = 
Average Purchases Purchases: First In- * 
per Family terviews = 100 ¥ 
Families Being Inter- Number of i 
viewed for Total Major Minor Total Major Minor Families 
Wave 2: Purchases planned for May—Sept., 1951 : é 
First time 55 Al AS 100 100 100 71 a 
Second time 5S 31 .24 100 76 160 87 - 
Wave 3: Purchases planned for June—Sept., 1952 
First time .70 Al .30 100 100 100 27 %. 
Second time 34 | 48 56 37 44 
Third time 46 .28 18 66 68 60 67 g 
Wave 4: Purchases planned for July~Dec., 1951 & 
First time 32 21 10 100 100 100 23 - 
Second time 35 17 17 109 80 170 17 ? 
Third time 37 25 12 115 119 120 32 
Fourth time 67 40 27 209 190 270 59 
Wave 7: Purchases planned for Oct.—Dec., 1951 
First time .90 Al 48 100 100 100 31 
Third or fourth time 50 .20 .30 56 49 63 20 ‘ 
Fifth or sixth time 57 35 .21 63 85 44 37 1 
Seventh time 56 .21 34 62 51 70 46 
Wave 10: Purchases planned for 1952 
Second time 1.14 71 42 100 100 100 14 
Third or fourth time 55 40 iS 48 56 35 20 
Fifth, sixth, or seventh time 50 .28 21 43 39 50 14 
Eighth or ninth time 97 .67 30 85 94 71 30 
Tenth time .90 55 35 78 77 83 40 


perhaps, of improvement in memory 
brought about by continued panel mem- 
bership. From this point on the number 
seemingly remains at a level not far be- 
low the number initially reported. Again, 
the increase in new purchase plans re- 
ported with length of interview appears 
to be greatest for minor purchases. 
Comparing Tables 4 and 5 it is evident 
that the trend in planned purchases re- 
ported with length of panel membership 
does not increase as markedly as that of 
actual total purchases. This is a revealing 
finding with regard to the validity of the 
continuous panel method in measuring 
the fulfillment of purchase plans, for it 


leads to the inference that the degree of 
realization of purchase plans determined 
in this manner is, to some extent, a posi- 
tive function of length of panel member- 
ship, so that the use of the panel method 
tends to increase the degree of fulfill- 
ment of purchase plans with time. 

The actual magnitude of the increase 
is likely to be even larger than would 
seem indicated by the differences be- 
tween corresponding indices in Tables 4 
and 5. This is because the data in Table 
5 do not exclude purchase plans that are 
repeated from one month to another. 
The exclusion of these duplicate figures 
from the purchase plans data leads to 
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even greater differences between corre- 
sponding indices of the increase in past 
purchases reported and of the increase in 
planned purchases. 


CONCLUSIONS 


This article has attempted to throw 
light on some of the characteristics of a 
consumer panel operation on the basis 
of a pilot study of consumer expectations 
conducted by the panel method. The 
analysis has concentrated on three aspects 
of the panel operation: nonresponse 
rates, the effect of nonresponse on the 
representativeness of the sample over 
time, and the effect of membership in the 
panel per se on the replies of the respond- 
ents. The results obtained on each of 
these three aspects may be summarized 
as follows: 


1. In analyzing nonresponse rates, a 
distinction must be made between those 
who are nonrespondents because of fail- 
ure to contact them and between those 
nonrespondents who were contacted but 
refused to cooperate. The noncontact 
rate in this study was fairly high because 
of the very limited resources available. 
And because noncontact rates are de- 
pendent primarily on the amount of re- 
sources available for a study, almost no 
generality can be attached to the noncon- 
tact rates encountered in a particular 
case. Some degree of generality is pos- 
sible, however, with refusal rates on a 
continuous consumer panel operation, 
assuming a competent staff of inter- 
viewers and random selection from the 
population at large. To this end, data 
were provided on the trends of refusal 
rates by various characteristics experi- 


enced in the present study. 


2. Contrary to what might be ex- 
pected, the high mortality rate over time 
did not cause the distribution of the 


panel members by the characteristics 
studied to change markedly during the 
period of the operation. This is especially 
noteworthy in view of the fact that no 
attempt was made to replace nonrespond- 
ents by families with similar character- 
istics: replacements were made from a 
pool of names selected at random from 
the population being studied. What 
atypicalness was present in the sample 
appears to have occurred on the initial 
wave, with a disproportionately high 
number of refusals among families with 
no children under 14 and among families 
where the head was 50 years of age or 
over. The only other possible source of 
bias uncovered was a tendency for the 
nonrespondents to report a significantly 
lower number of average purchases per 
family than the respondents—but this 
phenomenon might also be explained by 
the poorer cooperation of many of these 
nonrespondents on the waves in which 
they were interviewed. 

3. Any substantive study carried out 
by a survey method must evaluate the 
effect of the method itself on the nature of 
the results obtained. In the present study, 
which sought to determine, in part, the 
degree of realization of consumer pur- 
chase plans, a very real effect due to the 
use of the continuous panel technique 
was detected. The average number of 
actual purchases reported per family in- 
creased consistently with length of panel 
membership. On the other hand, the 
average number of purchase plans re- 
ported per family actually declined dur- 
ing the first few interviews and, though 
it increased with additional interviews, 
never quite reached the level of the 
initial interview. This leads to the infer- 
ence, therefore, that the degree of reali- 
zation of purchase plans is to some extent 
a positive function of length of panel 


4 
> 
4 


OBSERVATIONS ON A CONSUMER PANEL OPERATION 259 


membership, so that the use of the panel 
operation tends to increase the fulfill- 
ment of purchase plans over time. 


In conclusion, it must be emphasized 
that all of the findings in this analysis 
are based on a pilot study. Although the 
sample used appears to stand up surpris- 
ingly well in terms of representing the 
population from which it was drawn, the 


scale of the study was nevertheless so 
small as to preclude any conclusiveness 
as to the findings. This is especially true 
of the trends of the various refusal rates 
depicted in Figure 2. These data and the 
accompanying findings should be inter- 
preted mainly as providing leads for 
future work in this field than as definitive 
results in themselves. 
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THE EFFECT OF INTENSIVE SALES TRAINING 
EXPERIENCE UPON SALESMAN-CANDIDATES* 


VICTOR W. EIMICKE 
City College, School of Business and Civic Administration, New York City 


ETERMINATION of the effect of sales 

training experience upon the abili- 

ties and personality characteristics of 

salesman-candidates is of special impor- 

tance to the business and industrial psy- 

chologist in the area of sales personnel se- 
lection. 

The objective of the “present-employee 
method” of personnel selection? is to find 
measuring instruments that will differen- 
tiate between two criterion groups 
(chosen from present employees of the or- 
ganization)—those individuals considered 
satisfactory and those individuals consid- 
ered generally unsatisfactory. Future ap- 
plicants for employment who have test re- 
sults most similar to the test results of the 
satisfactory group are the applicants 
hired. 

The “present employee method,” as ap- 
plied in the sales field, assumes that the 
abilities and personality characteristics of 
salesman-candidates do not change with 
experience in salesmanship. On the other 
hand, business spends millions of dollars 
per annum on sales training, assuming 
that the salesman post-training is in some 
way or ways different from the salesman 
pre-training. Prior to this study, the in- 
vestigator found that scientific evidence 
to substantiate these assumptions, which 
are so basic to personnel selection, to stu- 
dent selection, and to educational and 
vocational guidance, was lacking. 

* This article is a review of the research con- 
ducted in partial fulfillment of the requirements for 
the degree of Doctor of Philosophy. 


*See C. H. Lawshe, Principles of Personnel Test- 
ing (New York: McGraw-Hill Book Co., 1948). 
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Purpose 


The purpose in the investigation was 
to (1) study the effect of intensive sales 
training experience upon the measured 
abilities and personality characteristics of 
salesman-candidates and (2) determine if 
this intensive sales training experience 
will result in post-training measured abil- 
ities and personality characteristics which 
resemble the measured abilities and per- 
sonality characteristics of successful sales- 
men more closely than do the pre-train- 
ing measured abilities and personality 
characteristics of salesman-candidates. 

A salesman-candidate is a candidate for 
the job of salesman. The term “salesmen” 
includes salesmen of insurance, real es- 
tate, automobiles and boats, and all sales- 
men engaged in wholesale trade.” 

Sales training experience is 450 hours 
of controlled experience in salesmanship 
within the Sales Training Unit of the In- 
tensive Business Training Program of 
City College School of Business and Civic 
Administration, New York City.® It is es- 
sential to note that the sales training is 
planned to give the trainee experiences 
that he would have as a neophyte sales- 
man in the business field; however, it is 
experience within the school, not on-the- 
job training. 

A successful salesman, for purposes of 
the study, was defined as a salesman who 
has been in the sales field a minimum of 

? See United States Employment Service Job Analy- 
ses and Information Section, Division of Standards 
and Research, Dictionary of Occupational Titles 
and Codes, Part II (Washington, D. C.: Center for 
Psychological Service, 1949). 


* Hereafter referred to as Intensive Sales Training 
Program. 
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two years and is earning approximately 
$4,000.00 to $5,000.00 per year as a mini- 
mum. 


PROCEDURE 


The methods utilized for getting evi- 
dence in the study are described in this 
section. 


Experimental Groups 


Two experimental groups were uti- 
lized. 

Experimental Group I consisted of 113 
salesman-candidates who had no experi- 
ence in salesmanship prior to the begin- 
ning of the study and who enrolled in and 
completed the Intensive Sales Training 
Program prior to the end of the study. 

Experimental Group II consisted of 
thirty-four salesman-candidates who also 
had no experience in salesmanship prior 
to the beginning of the investigation and 
who enrolled in and completed the Inten- 
sive Sales Training Program prior to the 
end of the investigation. 

Experimental Group I, pre-training, 
did not differ from Experimental Group 
II, pre-training, in central tendency on 
any of the instruments. Eighty per cent of 
the scales did not differ in variance. The 
investigator recognized the five signifi- 
cant differences in variance as limitations 
at all points where they were pertinent 
to the interpretation of his results. 


Control Groups 


Two control groups were utilized in 
the study. 

Control Group I was the general popu- 
lation. Test results on the several tests 
used in the study for the same general 
population were not available; however, 
test results for a general population for 
each of the tests were available. 

Control Group II consisted of forty-two 
successful salesmen. 


Collecting Data 


The data were collected by the in- 
vestigator, by qualified psychometrists 
under the direction of the investigator, 
and by businessmen-judges under the su- 
pervision of the investigator during the 
period of nine months. 


Materials Utilized 


Two batteries were utilized in the in- 
vestigation. 

Battery I consisted of the Modified 
Alpha Examination, Form 9, by F. L. 
Wells;* the George Washington Social 
Intelligence Test, Industrial Form, by 
F. A. Moss, T. Hunt, and K. T. Om- 
wake;* the Kuder Preference Record, Vo- 
cational, by G. F. Kuder;* the Bernreuter 
Personality Inventory by R. G. Bern- 
reuter;’ and the Allport-Vernon Study of 
Values by G. W. Allport and P. E. Ver- 
non.® 

The Modified Alpha Examination, 
Form 9, purports to measure how well 
one remembers, thinks and carries out 
what he is told to do. The George Wash- 
ington Social Intelligence Test, Indus- 
trial Form, contains two parts: Judgment 
in Social Situations and Observation of 
Human Behavior. The Kuder Preference 
Record, Vocational, was designed to 
measure interests in the following areas: 
mechanical, computational, scientific, 


*See F. L. Wells, Manual of Directions for Modi- 
fied Alpha Examination, Form 9 (New York: The 
Psychological Corporation). 

®See F. A. Moss, T. Hunt and K. T. Omwake, 
Manual for Social Intelligence Test (Washington, 
D. C.: Center for Psychological Service, 1949). 

*See G. F. Kuder, Revised Manual for the Kuder 
Preference Record (Chicago: Science Research Asso- 
ciates, 1946). 

*See R. G. Benreuter, Manual for the Personality 
Inventory (Stanford: Stanford University Press, 1935). 

8 See G. W. Allport and P. E. Vernon, Manual of 
Directions for a Study of Values (New York: Hough- 
ton Mifflin Company, 1931). 
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persuasive, artistic, literary, musical, so- 
cial service, and clerical. The Bernreuter 
Personality Inventory purports to meas- 
ure neurotic tendency, self sufficiency, in- 
troversion-extraversion, dominance-sub- 
mission, confidence in oneself, and so- 
ciability. The Allport-Vernon Study of 
Values purports to measure the relative 
prominence of six basic interests or mo- 
tives in personality: the theoretical, eco- 
nomic, aesthetic, social, political and re- 
ligious. 

Battery II was a standardized sales situ- 
ation which was recorded. The record- 
ings were evaluated by a group of busi- 
nessmen-judges experienced in salesman- 
ship for the following factors which were 
considered important for differentiating 
between skillful and unskillful salesmen: 
approach, buying motives, objections, 
presentation, and the close. A statistical 
procedure was utilized to make the rat- 
ings of the judges comparable. 


Steps in the Collection of the Data 


The collection of the data was effected 
by the following steps: 


1. Battery I was administered to Ex- 
perimental Group I, pre-training. 

2. Battery I was administered to Ex- 
perimental Group II, pre-training.® 

3. Battery I was administered to Con- 
trol Group II. 

4. Experimental Group II took Bat- 
tery II, pre-training.® 

5. Control Group II took Battery II. 

6. Experimental Group I took Battery 
I, post-training. 

7. Experimental Group II took Bat- 
tery I, post-training. 

* The pre-training testing of all salesman-candi- 
dates was administered in such a way that the train- 
ees did not expect post-training testing. This was 
done to minimize discussion of the testing by the 


trainees in an attempt on their part to “do better” 
on the post-training testing. 


8. Experimental Group II took Bat- 
tery II, post-training. 

g. Standardized sales situation record- 
ings (Battery II) were evaluated by 
judges for Experimental Group II, pre- 
training and post-training, and for Con- 
trol Group II. 


TREATMENT OF DATA 


The following steps were taken in the 
treatment of the data collected in the in- 
vestigation: 


1. The measured abilities and person- 
ality characteristics of successful sales- 
men, Control Group II, were compared 
with those of the general adult male pop- 
ulation, Control Group I, to determine if 
a typical pattern of abilities and person- 
ality characteristics exists for successful 
salesmen. 

2. The measured abilities and person- 
ality characteristics of salesman-candi- 
dates, Experimental Group I and Experi- 
mental Group II, pre-training, were com- 
pared with those of the general adult 
male population, Control Group I, to 
determine if a typical pattern of abilities 
and personality characteristics exists for 
salesman-candidates. 

3. The measured abilities and person- 
ality characteristics of salesman-candi- 
dates, Experimental Group I and Experi- 
mental Group II, pre-training, were com- 
pared with those of successful salesmen, 
Control Group II. 

4. The measured abilities and person- 
ality characteristics of salesman-candi- 
dates, Experimental Group I and Experi- 
mental Group II, post-training, were 
compared with those of successful sales- 
men, Control Group II. 

5. The measured abilities and _per- 
sonality characteristics of salesman-candi- 
dates, Experimental Group I and Experi- 
mental Group II, post-training, were 
compared with those of salesman-candi- 
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dates, Experimental Group I and Experi- 
mental Group II, pre-training, to de- 
termine if any changes took place during 
the intensive sales training experience. 


SPECIFIC RESULTS?!” 


The following results were obtained 
from a comparison of the measured abili- 
ties and personality characteristics of suc- 
cessful salesmen, Control Group II, with 
those of the general adult male popula- 
tion, Control Group I: 


1. The successful-salesmen group did 
better than the general adult male popu- 
lation on the Modified Alpha Examina- 
tion, Form 9. 

2. The successful salesmen performed 
at the same level on the George Washing- 
ton Social Intelligence Test as the gen- 
eral adult male population. 

g. There were no differences between 
the two groups on the theoretical, social 
and religious scales of the Allport-Vernon 
Study of Values. The successful-salesmen 
group had mean scores on the economic 
and political scales which tended to be 
greater than the mean scores on these 
scales for the general adult male popula- 
tion. Successful salesmen tended to per- 
form lower on the aesthetic scale than the 
general adult male population. 

4. Successful salesmen had higher per- 
suasive, literary, and musical interests 
than the general adult male population; 
the successful salesmen had lower me- 
chanical, computational, scientific, and 
clerical interests than the general adult 
male population. 

The successful-salesmen group was 
more homogeneous on the scientific, per- 
suasive, and social service scales than the 
general adult male population. 

5. The successful-salesman group had 

* Throughout this section emphasis is on differ- 
ences; if no statement is made regarding a given 


scale it is to be understood that no significant dif- 
ference was found. 


better emotional balance, was more con- 
fident, was more extraverted than intro- 
verted, was more dominant than submis- 
sive, and was more sociable and gregari- 
ous than the general adult male popula- 
tion. 

The successful salesmen were more 
homogeneous on the introversion-extra- 
version scale than the general adult male 
population. 

6. The pattern on the Kuder Prefer- 


ence Record found by the investigator for: 


the successful salesmen was similar to the 
patterns on the Kuder Preference Record 
found by Kuder for securities salesmen 
and agents (except to consumers). 


The following results were obtained 
from a comparison of the measured 
abilities and personality characteristics 
of salesman-candidates, Experimental 
Group I and Experimental Group II, pre- 
training, with those of the general adult 
male population, Control Group I: 


1. Salesman-candidates, pre-training, 
tended to score higher than the general 
adult male population on the Modified 
Alpha Examination, Form 9. 

2. The salesman-candidates, pre-train- 
ing, tended to score at about the same 
level on the George Washington Social 
Intelligence Test as the general adult 
male population. 

3. There were no differences between 
the salesman-candidates, pre-training, on 
the theoretical, social, and religious scales 
of the Allport-Vernon Study of Values. 
Salesman-candidates, pre-training, had 
mean scores on the economic and politi- 
cal scales which tended to be greater than 
the mean scores on these scales for the 
general adult male population. Salesman- 
candidates, pre-training, had mean scores 
on the aesthetic scale which tended to be 
lower than the mean score on the aes- 
thetic scale for the general adult male 
population. 


a 
j 
= 
é 


264 


THE JOURNAL OF MARKETING 


4. Salesman-candidates had _ higher 
persuasive, literary, and musical interests 
than the general adult male population. 
Salesman-candidates had lower mechani- 
cal, computational, scientific, and cleri- 
cal interests than the general adult male 
population. 

One of the salesman-candidate groups 
(Experimental Group II) had lower ar- 
tistic interests than the general adult 
male population. 

One of the salesman-candidate groups 
(Experimental Group I) was more ho- 
mogeneous than the general adult male 
population on the mechanical, persua- 
sive, and literary scales of the Kuder 
Preference Record. Experimental Group 
II, pre-training, was more homogeneous 
than the general adult male population 
on the persuasive scale. 

5. Salesman-candidates, pre-training, 
were more emotionally stable, were more 
extraverted than introverted, were more 
dominant than submissive, were more so- 
ciable, and sought advice more freely 
than the general adult male population. 
One of the salesman-candidate groups— 
Experimental Group I—was more confi- 
dent than the general adult male popula- 
tion. 


One of the salesman-candidate groups 
—Experimental Group I, pre-training— 
was more homogeneous than the general 
adult male population on the B,N, B.S, 
F.S, and B,D scales of the Bernreuter Per- 
sonality Inventory. 


The following results were obtained 
from a comparison of the measured 
abilities and personality characteristics 
of salesman-candidates, Experimental 
Group I and Experimental Group II, 
pre-training, with those of successful 
salesmen, Control Group II. 


1. Salesman-candidates, pre-training, 
and successful salesmen had common var- 
iances for the instruments in Battery I. 


2. Salesman-candidates, Experimental 
Group II, pre-training, had greater vari- 
ance on the standard sales situation inter- 
view than successful salesmen. 

3. Salesman-candidates, pre-training, 
did less well on the standard sales situa- 
tion interview than successful salesmen. 

4. The means on the instruments in 
Battery I for successful salesmen did not 
differ from the means on the instruments 
for salesman-candidates, Experimental 
Group II, pre-training. 

5. One of the  salesman-candidate 
groups—Experimental Group I—did less 
well on the Social Intelligence Test; and 
these salesman-candidates tended to seek 
advice of others more readily than suc- 
cessful salesmen. Also, these s?!esman- 
candidates tended to be mc sociable 
and gregarious than successful salesmen. 


The following results were obtained 
from a comparison of the measured abili- 
ties and personality characteristics of sales- 
man-candidates, Experimental Group I 
and Experimental Group II, post-train- 
ing, with those of successful salesmen, 
Control Group II: 


1. Salesman-candidates, Experimental 
Group II, post-training, and successful 
salesmen had a common variance for the 
instruments in Battery I and for the 
standard sales situation interview. 

2. Salesman-candidates, Experimental 
Group I, post-training, were more ho- 
mogeneous on the numerical scale of the 
Modified Alpha Examination, Form 9, 
and on the political scale of the Allport- 
Vernon Study of Values. Salesman-candi- 
dates, Experimental Group I, post-train- 
ing, were more heterogeneous on the so- 
cial service scale of the Kuder Preference 
Record than succssful salesmen. 

3. Salesman-candidates, Experimental 
Group II, post-training, did better on the 
standard sales situation interview than 
successful salesmen. 
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4. Salesman-candidates, Experimental 
Group I, post-training, had higher aes- 
thetic values than the successful salesmen. 


The following results were obtained 
from a comparison of the measured abili- 
ties and personality characteristics of 
salesman-candidates, pre-training, with 
their measured abilities and personality 
characteristics, post-training. 


1. Salesman-candidates, Experimental 
Group II, did better on the standard sales 
situation interview post-training than 
pre-training. 

2. Both experimental groups had 
greater means on the numerical, verbal, 
and total scales of the Modified Alpha 
Examination, Form 9, post-training than 
pre-training. 

3. Both experimental groups were 
more emotionally stable, more readily ig- 
nored the advice of others, were more 
extraverted than introverted, and were 
more confident post-training than pre- 
training. 

4. One of the experimental groups— 
Experimental Group I—had lower com- 
putational, literary, and clerical interests 
post-training than pre-training; this same 
group had higher aesthetic and political 
values and lower social values post-train- 
ing than pre-training. Also, this group 
did better on the Social Intelligence Test 
post-training than pre-training. 


CONCLUSIONS AND GENERAL RESULTS 


The following conclusions and general 
results are based on the specific results of 
the investigation: 


1. A typical pattern of abilities and 
personality characteristics exists for suc- 
cessful salesmen. 

2. Salesman-candidates who have had 
no experience in salesmanship differ 
from the general adult male population 
in much the same way as successful sales- 


men differ from the general adult male 
population. 

g. Whenever differences in variances 
occur between the general adult male 
population and successful salesmen or 
between the general adult male popula- 
tion and salesman-candidates the smaller 
variance (indicating greater homogene- 
ity) is in the successful salesmen group or 
the salesman-candidate group. 

4. Salesman-candidates, pre-training, 
and successful salesmen have common 
variances for the instruments in Battery I. 

5. Salesman-candidates, Experimental 
Group II, post-training, and successful 
salesmen have common variances for the 
instruments in Battery I. The larger of 
the two salesman-candidate groups—Ex- 
perimental Group I—differs from the suc- 
cessful salesmen in variance on only three 
of the twenty-five scales. 

6. Successful salesmen do not differ in 
central tendency on the instruments in 
Battery I from salesman-candidates, pre- 
training. 

4. Successful salesmen differ in central 
tendency on only one of the scales in Bat- 
tery I (aesthetic scale of the Allport-Ver- 
non Study of Values) from the salesman- 
candidates, Experimental Group I, post- 
training. 

8. Salesman-candidates, pre-training, 
do less well than successful salesmen on 
the standard sales situation interview; 
but salesman-candidates, post-training, 
do better than successful salesmen on the 
standard sales situation interview. 

g. Changes in the pattern of abilities 
and personality characteristics (as meas- 
ured by Battery I) occur during the pe- 
riod of training. 

10. The changes that take place during 
training tend to be in the direction of the 
pattern of measured abilities and per- 
sonality characteristics of successful sales- 
men. 
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The answer to the question under in- 
vestigation may now be given: The ef- 
fect of intensive sales training experience 
is upon the ability of the salesman-candi- 
date to handle a sales situation interview 
(a sale). Although the post-training pat- 
tern of abilities and personality charac- 
teristics of salesman-candidates (Battery 
I) tends to be an accentuation of the pat- 
tern of abilities and personality charac- 
teristics of successful salesmen, tests of 


significant differences indicate that in- 
tensive sales training experience does not 
result in measured abilities and person- 
ality characteristics (Battery I) which re- 
semble the measured abilities and per- 
sonality characteristics of successful sales- 
men more closely than the pre-training 
measured abilities and personality char- 
acteristics of salesman-candidates resem- 
ble them. 
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THE DISCOUNT HOUSE 


F. W. GILCHRIST 
University of Southern California 


URING the past four or five years, the 
D “discount house” has become a ma- 
jor factor in the distribution of appli- 
ances, furniture, and other high-priced 
consumer durables in most large cities. 
This development is largely a post-war 
phenomenon, although several discount 
houses were operating in New York City 
prior to the war, and no doubt others 
were in existence elsewhere. 

Intrigued by a report that some dis- 
count firms were enjoying sales in ex- 
cess of $4,000,000 annually and that in 
Los Angeles ‘‘40 to 60 per cent of white 
goods are being diverted from legitimate 
to illegitimate outlets,”? eight students 
helped the writer explore this phenome- 
non. Evidence was sought relating to 
three alternative hypotheses: 


(1) The discount house is a short-term 
phenomenon: a cut-rate, high-turnover 
venture on the part of opportunists, sus- 
tained by the inability of “legitimate” 
dealers to cut prices on price-controlled 
items, coupled with an abnormally high 
(post-war) rate of sales. If so, it would 
tend to disappear when appliance sales 
return to “normal.” 

(2) The discount house is the result 
of organized, group buying by individual 
consumers—a permanent phenomenon 
so.long as there are retailers willing to op- 

*Very few data are available on these operators. 
Fortune’s recent article (June, 1952), “Who Pays List 
Price?” and a series of three articles in Consumer 
Reports (Consumers Union) in August, September, 
and October, 1949, are the chief sources listed in In- 
dustrial Arts Index. Grey Advertising Agency de- 
voted its April, 1952, Chain Store Edition of Grey 
Matter to discount houses. 

* An excerpt from a speech made in 1949 by an 


unidentified Los Angeles department store appliance 
manager. 


erate on the contribution-to-overhead 
approach to pricing. 

(3) The discount house is a new low- 
cost, supermarket-type retailer, relying 
on low prices to attract buyers of name 
brands to low rent locations, where few 
frills are provided. In other words, the 
discount house may be the result of manu- 
facturers’ resale price maintenance poli- 
cies. 


Procedure 


About 550 consumers, 20 discounters, 
numerous dealers, department stores, 
and distributors were interviewed in Los 
Angeles. The consumer respondents 
(299) reported were for the most part 
residents in post-war houses who boasted 
television antennas on their roofs. (It 
was found early that to obtain a sample 
representative of all the population was 
an impossible task, so respondents were 
chosen who had bought many appliances 
in recent years; appliance buyers, not the 
general population, were the significant 
group for purposes of this study.) No con- 
trols other than geographical dispersion 
were used; areas were selected with a view 
to limiting the sample to families with 
incomes over $3,000. Interviewing was 
restricted to evenings and weekends, 
since husbands had arranged most of the 
discount purchases and wives proved un- 
satisfactory sources of information. 


Findings 
1. Types of Discount Operations. 
The types of discount houses un- 
covered were: 


*8o0 per cent of house furnishings bought in 1950 
were purchased by this group (Time Research Re- 
port #1055, February, 1950). 
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a. Dealers who operate entirely on a discount 
basis. Admission is by presentation of an 
identity card. The clientele is usually 
“group” business, i.e., union members, city 
employees and others who can be solicited 
economically. Fourteen of these came to 
light, but probably there are as many as 30 
if not more. Several reported sales between 
$2,000,000 and $4,000,000 annually in the 
Los Angeles area. 

. Dealers who stress discount sales, but whose 
primary emphasis is upon ordinary trade. 
Admission is also by card, and other com- 
ments above apply. We counted over 60 
presumed to be in this category, and trade 
estimates run into the hundreds. 

. Dealers who conduct an informal discount 
business. “If Joe sent you, we'll give you a 
real deal.” They “take care of their friends” 
and they acquire quite a few. In this group 
may be included those who abhor the 
whole idea, but “Now that you mention 
it, we give discounts to firemen, police, 
teachers, and other deserving underpaid 
groups.” Add these to the total, and there 
may be 1000 Los Angeles retailers who do 
a substantial discount business. 

. The discount broker. He “can get it for you 
at cost plus ten” and rarely stocks mer- 
chandise. He may deal with individuals re- 
ferred to him, with groups, or both. His cut 
may be 10 per cent or more of the net price 
to the consumer. 

. The employees’ association. Various unions, 
and other employee groups have estab- 
lished referral offices to handle this service 
for members. A common practice is to fur- 
nish identification cards and a booklet list- 
ing all by highly confidential dealers, manu- 
facturers, and distributors. 

. The employer's service. Many small em- 
ployers freely provide purchase orders, and 
some arrange for discounts with retailers 
and various suppliers. This practice is in- 
creasing, discounters claim. 

. Repairmen. Many can “get it for you at 
. cost plus ten per cent.” 

. Building contractors. Some buy in excess 
of their needs. 

i. Miscellaneous. Possibly department stores 
and other retailers who operate so-called 
contract departments should be included. 
One discounter insisted that at least one 
large Los Angeles store disposed of a con- 
siderable volume of goods in this way, to 


buyers who were not bonafide apartment 
or hotel operators. 

Another type of discounting is the em- 
ployee discount when abused by either em- 
ployee or employer. Some employers appar- 
ently exercise little control over employees’ 
purchases; one television manufacturer 
permitted his service men to obtain sets 
when they were scarce in 1949, and the men 
disposed of them on a free-installation, 
free-service basis. 


2. Sources of Merchandise. 


Most of the dealers interviewed said 
that they obtained their appliances direct 
from the distributors. Those who adver- 
tise and make no secret of the nature of 
their business soon become known to 
“legitimate” retailers, who usually bring 
pressure upon distributors to stop supply- 
ing the discounters. When supplies are 
cut off, the discount house either buys 
from another retailer on a cost plus five 
per cent basis, or works out an exchange 
arrangement with another discount 
house whose supply has not yet been cut 
off. As of May, 1952, discounters claimed 
that only a few brands must be obtained 
in this way. In any case, quantity discount 
schedules in effect in many cases permit 
paying dealer cost plus five per cent with- 
out raising the discounter’s cost above 
minimum lI. c. |. prices. 


3. Brands Sold. 


Many distributors of well-known 
brands assert that their merchandise is 
not available from discount houses to 
any extent and that discounters specialize 
in off-brands, discontinued models, and 
so on. While there are several “bankrupt 
stock” type outlets in the Los Angeles 
area, the discount houses find that their 
customers want such well-known brands 
as RCA, General Electric, and Sunbeam. 
This was supported by the consumer in- 
terviews, which demonstrated conclu- 
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sively that usual brand preference pat- 
terns prevail. Moreover, the proportion 
of the top five or six brands of various 
appliances sold at a discount exceeded 
the proportion of lesser brands dis- 
counted. This characteristic of consumer 
behavior was succinctly explained by a 
discounter as follows, “If you can get it 
wholesale, you'll buy the best, won't 
you?” 

At the same time, as one dealer stated, 
the discount operator can ordinarily 
offer a larger reduction, for example, on 
a Sylvania or Crosley than he can offer on 
a Philco or an RCA TV set. Conse- 
quently, he will sometimes push brands 
in which he has confidence, but which 
have not achieved a high degree of con- 
sumer acceptance in the Los Angeles 
market. He prefers not to stock such 
brands extensively, however. 


Appliance type 


Per cent purchased at discount 


their ‘‘accounts”’ satisfied. (No check was 
made among the clientele of particular 
houses to verify these claims.) 
Cash-and-carry dealing in major ap- 
pliances was found to be impracticable. 
Customers often damaged appliances in 
their pick-up trucks or trailers, or in in- 
stalling them; the dealer was then held 
to be at fault. Delivery and installation, 
therefore, are usually provided. 


The Extent of Discount Selling 


While the evidence obtained did not 
support the contention that “40 to 60 
per cent of white goods are diverted,” it 
confirmed that sales by discount houses of 
current models of appliances represent a 
substantial and increasing proportion of 
the sales of such merchandise in the Los 
Angeles area. 

The evidence gathered from the 299 
residents of post-war homes may be sum- 
marized as follows: 

Per cent of total 


purchases of leading 
brands made at discount 


Television sets 26% 28% 
Refrigerators 23% 23% 
Automatic Washers 22% 27% 
Automatic toasters 14% 14% 


4. Guarantees and Service 


The large discount houses were among 
the first to admit that considerable un- 
ethical dealing takes place, such as selling 
discontinued models as new merchandise. 
These firms resent such practices, for 
they hurt the “ethical” discounter’s 
business. Several emphasized that their 
service and guarantee policies had to be 
upright, since unfair dealing might cost 
them a group “account” totaling several 
thousand members. 

Several firms stated that they allow cus- 
tomers to return goods in order to keep 

“Of 121 respondents who had automatic washers, 
21 had been purchased at a discount. Westinghouse, 


General Electric, Frigidaire, and Hot Point ac- 
counted for 17 of these. 


The above figures refer to equipment 
owned; the lower discount ratio in the 
case of refrigerators (compared with tele- 
vision sets) is explained by the fact that 
some refrigerators were purchased before 
the war, whereas virtually all the tele- 
vision sets and automatic washers were 
bought during the “discount” years. 
Automatic washers were in short supply 
until late 1951, which accounts for the 
somewhat lower ratio of discount sales. 
Automatic toasters were found to be a 
gift item in many cases, but it is to be ex- 
pected that fewer traffic items are sold at 
a discount. 

The first interviews, obtained from 
various groups purely for purposes of ex- 
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ploring the possible patterns of discount 
buying, provided rather similar results 
in the case of the above items, and also 
for ranges and vacuum cleaners. 

It is estimated that at least 25 per cent 
of major appliances are bought at a dis- 
count within the metropolitan area.® The 
large trade-in also has been widely prac- 
ticed, and added to discounts mentioned 
by respondents, the total could well be 
35 per cent or more.® The extent of dis- 
count sales of certain well-known brands 
may be much greater still. For example, 
omitting Bendix washers, many of which 
were bought in pre-discount days, 17 out 
of 40 buyers of Westinghouse, General 
Electric, Frigidaire, and Hotpoint auto- 
matics—42.5%—obtained them at a flat 
discount. 

In view of the indicated trend when the 
figures were broken down on a yearly 
basis as follows, it is evident that discount 
sales of major appliances represent cur- 
rently at least 25 per cent of total sales in 
the Los Angeles market: 


tremely tight supply of automatic washers 
during the post-Korea boom. And con- 
trary to some reports from local trade 
sources, there was no indication that dis- 
count buying is on the decline. The evi- 
dence supports the contention that with 
demand steady, discount selling varies 
directly with the supply situation; the 
more merchandise available, the more 
discount selling is to be expected. 


Who Buys at a Discount? 


It is evident that a large number of 
people buy at a discount occasionally, 
and a smaller and increasing number, 
most of the time. The study confirmed 
what the trade asserts: upper income and 
professional people are confirmed dis- 
counters. These people have either per- 
sonal or business connections at levels 
permitting access to merchandise, or 
they belong to associations which are 
solicited by discounters, or which set up 
such services for members. 


Discount Sales By Years 


1948 
Television sets (277) 20% 
Refrigerators (144) 12% 
Automatic washers (100) 17% 


* Too few cases to be significant. 


Appliances were generally in short 
supply in 1947-48; and as mentioned 
earlier, television was scarce in 1949, and 
automatic washers were in short supply 
until late in 1951. The eight per cent 
figure for 1950 simply reflects the ex- 


5 Discounting is not likely to make much immedi- 
ate progress in smaller towns, since local retailers 
carinot afford to grant such favors without regular 
customers soon finding out about it. The service-in- 
stallation problem will deter most people from buy- 
ing in somewhat distant cities. In Champaign-Ur- 
bana, for example, a random sample of 41 residential 
blocks produced 205 respondents, of whom only 29 
had made any purchases at a discount (July, 1952). 
The bulk of these were employee discounts. 

*No “large trade-in” transactions were included 
in discount sales data. 


Discount buying is less common 
1949 195019511952 

790 219% 29% 32% 
17% 25% 37% 38 %o* 
15% 8% 17% 85%* 


among middle and lower. income groups, 
but among certain of them it is widely 
practiced. In one district, for example, 
little discount buying was revealed; in 
a similar area about three miles away, it 
was very much in evidence. The explana- 
tion appears to be that in the second area 
a great many people were employed in 
nearby aircraft plants where discount 
services were available. 


Implications in the 
Discount Phenomenon 
1. Dealers Operating Entirely on 
Discount Basis. 
Several large discount firms state that 


opie 
4 
2 
‘ 
Sy 
r 
4 
4 
watt 
a 
4 
4 
2) 


lat 


THE DISCOUNT HOUSE 


271 


they can make a satisfactory profit on a 
margin of go per cent. Present margins 
on major appliances range from about 
33 to 40 per cent; traffic items average 
somewhat more. (Television offers mar- 
gins under 30 per cent for table models, 
but consoles are in the same range as 
other major items.) 

Much of the business of the discounters 
is channeled to them through organiza- 
tions, and whether they can compete 
more actively and still operate on 20 per 
cent remains to be seen. With respect to 
“legitimate” retailers, it would appear 
that ones such as department stores, 
many of which require perhaps 37 per 
cent for a satisfactory profit, may be 
forced to discontinue major appliances 
or adopt different methods. Similarly, 
the small neighborhood dealer may find 
it necessary to depend to a greater extent 
upon his service and repair business 
than is now true in many instances. 

The basic question is whether appli- 
ances still require 33 to 40 per cent mar- 
gins. They are pre-sold by manufacturers’ 
advertising to a substantial degree, and 
most of them are relatively trouble-free 
within normal guarantee periods. The 
growth of discount houses suggests that 
however reasonable margins up to 40 per 


cent were at one time, they are too high. 


now. The hungry post-war market, aided 
by fair trade laws and manufacturers’ re- 
sale price maintenance policies, may 
have served to conceal this fact. 

Under these circumstances, the dis- 
count house has made its appearance as 
an “illegitimate”’ retailer. In the absence 
of resale price maintenance laws and prac- 
tices, it might well have appeared in a 
different guise—as a primitive form of 
supermarket-type retailer who will 
handle a wide line of consumer durables. 
The 100 per cent discount operator has 
already established what may be the 


pattern for such stores: a large selection 
of merchandise, inexpensive buildings 
and fixtures, low rent locations, and a 
minimum of clerk service with emphasis 
upon descriptive data provided to answer 
questions ordinarily asked of the sales 
clerk. 


2. The Employees Association. 


It would seem that “buying clubs” 
could not flourish were it not for the 33- 
40 per cent margins which permit 20 per 
cent price reductions. A margin of 25 per 
cent to retailers would permit no more 
than 10 per cent off to the consumer, to 
yield about the same return as a 20 per 
cent allowance with a 33 per cent margin. 
Customers would be less interested in 10 
per cent, and few retailers could afford 
to allow more. 

One might, therefore, conclude that 
these associations will cease to be impor- 
tant when or if margins are generally re- 
duced. This may not prove to be the case, 
however, because some perform buying 
services as adjuncts to other activities. 
Some groups are getting into the insur- 
ance field, medical service, and so forth. 
Also, in order to maintain member sup- 
port, charges may be reduced. Concen- 
trating business with a few dealers in 
various lines will probably always permit 
discounts of 15 per cent, which—dollar- 
wise—is still a substantial inducement to 
the buyer. 

The root of the problem for the “legit- 
imate” retailer is that the customer ex- 
amines goods in his showrooms, obtains 
model numbers, and so on, and takes 
up his time. When the consumer then 
proceeds to buy through the broker or 
employee buying service, a substantial 
portion of the over-all marketing cost in- 
volved is sustained by the legitimate re- 
tailer. This seems unfair to the legitimate 
retailer but whether it would be sound 
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public policy to solve this problem by 
protecting the high-cost retailers by legis- 
lative action is another matter. 

A possibility with reference to the ac- 
tivities of employee organizations is that 
there may be developing a consumer co- 
operative movement of a sort very differ- 
ent from the imported variety which has 
not found America a fertile field. The 
areas open for exploitation include any 
goods or services which for any reason 
are now costly to market. Insurance pro- 
vides a good example; life insurance is 
expensive to sell, and when selling is re- 
placed by group buying, substantial sav- 
ings can be effected. What the company 
can provide for its employees, unions or 
teachers’ associations can procure also for 
their members. In the food and other 
convenience goods fields, low-cost, mass 
distribution was provided by private in- 
dustry; it is possible that organized con- 
sumer groups may effect it in other seg- 
ments of the economy. Or the discount 
house may add such services to its line. 
At least one discounter has been sending 
his employees to the University of 
Southern California to study insurance, 
preparatory to launching a “discount” 
business in that field. 


Concluding Observations 


The question of fairness should receive 
careful study. If a “discount house” can 
operate at costs lower than those of some 
other retailers, its lower prices can 
scarcely be regarded as “unfair.” If a buy- 
ing association serves consumers who 


‘ want to dispense with salesmen and plush 


carpets, the lower prices it provides are 
at least partly justified. And if it is fair 
for employers to grant their employees 


discounts, it seems fair for other con- 
sumers to seek them. 

The present situation may be sum- 
marized thus: 


1. Consumers today have been trained 
to buy at a discount by employers, dis- 
counters, and army post exchanges. 

2. The desire for many expensive, infre- 
quently bought items available today 
stimulates many buyers to seek dis- 
counts. 

3. Fair-trade-supported margins are high 
enough to make discounting possible 
and desirable for many dealers. 


The connection between price fixing 
and discount houses seems obvious. 
Dealers who can sell for less will find a 
way to reach buyers who want to pay less. 
The discount house is one way and the 
buying association another. The discount 
house is, therefore, no “problem.” It is 
simply an inevitable consequence of 
erecting a barrier to the economical flow 
of merchandise to the consumer. 

One must conclude that some form of 
discount selling is inevitable so long as 
manufacturers follow resale price main- 
tenance policies. If consumers demon- 
strate willingness to forego ‘‘convenient”’ 
locations and “‘service” in order to buy 
branded merchandise at a saving, the 
place of the discount house seems as- 
sured. Unless crippled by restrictive legis- 
lation, the discount houses may be the 
first examples of a new supermarket-type 
retailer in the field of consumer dur- 
ables.? 


7 On the surface, existing resale-price-maintenance 
laws would appear to have teeth sharp enough to 
destroy the discounter. However, the fact that prov- 
ing damages is difficult and costly and that each sale 
at a less than minimum fair-trade price will consti- 
tute a separate action at law may tend to dis- 
courage law suits against price cutters. 
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A TEST OF THE LAW OF RETAIL GRAVITATION 


EILLY was the first to propound a 
R “Law of Retail Gravitation.” He 
was concerned with the volumes of trade 
going to each of two cities from within 
an intermediate town.’ By equating the 
two business volumes, Converse derived a 
formula to find the location of the “50-50 
point,” or boundary, between two trad- 
ing areas.” Both of these formulas may be 
derived from Newton’s “Law of Uni- 
versal Gravitation,” where business vol- 
ume is substituted for force and popula- 
tion for mass, distance remaining un- 
changed. Recently Day, after Davies, has 
shown that, assuming airline distances, 
trading area boundaries theoretically are 
arcs of circles and become straight lines 
(infinite circles) only in the case of equal- 
sized cities.® 

It is our purpose here to test Converse’s 
formula in order to determine for which 
commodities and services, if any, it holds 
in Iowa. In other words, can it safely be 
used to locate the “breaking point’ be- 
tween two trading areas? 


Trading Area Data 


Although there is an abundance of ma- 
terial on what retail trading areas should 


+See W. J. Reilly, “Methods for the Study of Re- 
tail Relationships,” University of Texas Bulletin, 
No. 2944 (Bureau of Business Research, Research 
Monograph No. 4), November 22, 1929, and W. J. 
Reilly, Law of Retail Gravitation (New York: Wil- 
liam J. Reilly Co., 1931). 

*See P. D. Converse, “New Laws of Retail Gravi- 
tation,” THE JOURNAL’ OF MARKETING, Vol. XIV, No. 
2, October, 1949. 

>D. W. Day, The Mathematical Determination of 
Theoretical Retail Trading Areas, unpublished 
Ph.D. dissertation, State University of Iowa, August, 
1951. 


be like under “ideal” conditions, which 
never exist in reality,* there is a relative 
paucity of empirical data on them, except 
for studies of individual areas. The state 
of Iowa, however, has been surveyed by 
three separate agencies. In 1935 the State 
Planning Board, now defunct, made a re- 
tail trading area survey of 91 of Iowa’s 
99 counties, followed up by a community 
service survey. Together they covered 
about 40 commodities and _ services. 
The results were plotted on individual 
county maps, which show the location 
and trading center choice of every farm 
family interviewed, by commodity.® In 
1949, the Bureau of Business and Eco- 
nomic Research of the State University 
conducted a similar survey in parts of 14 
southwest Iowa counties. Data gathered 
from these three sample surveys form the 
basis of our analysis. In 1948 each county 
superintendent of schools was authorized 
to make a survey of his county for the pur- 
pose of possible reorganization of school 
districts along trading area lines, but for 
technical reasons it was impractical to 
use these data in this study. 


Analysis of the Data 


The next question is how to extract 
from this great mass of information some 
principles which will enable us to predict 
with a fair degree of accuracy the loca- 
tion of trading area boundaries for dif- 

*See A. Lésch, Die rdéumliche Ordnung der Wirt- 
schaft, 2nd edition (Jena: Gustav Fischer Verlag, 
Tia material on file in the Department of 


Geography, State University of Iowa, where the re- 
search for this paper was done. 
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TABLE 1.—QuotTa SAMPLE OF 19 Iowa 


No. of Counties 


No. of Counties 


Control ., Sample State Control Sample State 
TYPEs OF FARMING AREAS PoPpULATION GRowTH, 1920-1930 
Western Meat Area 4 19 (Difference between expected and actual increases) 
Southern Pasture Area 5 23 20 and over 0 2 
Eastern Meat Area 3 17 15-19% 1 7 
Dairy Area 3 18 10-14% i 36 
Cash Grain Area 4 22 5-9% 5 26 
0-4% 4 18 
NET FARM INCOME Increase 2 10 
(Per cent of state average, 1930) 
130-159.9 3 13 FarM HoME CONVENIENCES 
100-129.9 6 36 (Scores include five conveniences, 1930) 
70-99.9 8 39 21-25 2 7 
40-69.9 2 11 17-20 6 32 
13-16 7 39 
CHANGE IN RuRAL POPULATION 9-12 4 19 
(Per cent change from 1920-1930) 5-8 0 2 
—20 and over 0’ 2 
—15 to —19.9 1 2 NATIVITY OF POPULATION 
—10 to —14.9 1 5 (Per cent of total population foreign-born, etc., 
—5 to —9.9 3 15 1930) 
0 to —4.9 7 40 47.3-60.8 1 6 
Gains 7 35 33.7-47.2 7 36 
20.1-33.6 6 32 
DISTRIBUTION OF URBAN POPULATION 6.5-20.0 5 a 
(Per cent urban) 
75-100 1 4 ANNUAL PER CAPITA INCOME 
50-74 3 12 (Dollars per year, average 1931-1933) 
25-49 4 24 501-over 2 8 
1-24 5 28 451-500 2 10 
0 6 31 401-450 7 33 
351-400 5 29 
DENSITY OF POPULATION 301-350 2 15 
(Persons per square mile) 300-under 1 4 
100 and over 1 6 
60-100 2 7 
40-60 2 15 
33-40 3 17 
25-33 10 49 
Under 25 1 5 


ferent commodities in Iowa or similar re- 
gions. Fortunately we have some theory 
already developed to serve as a guide. 
Now these hypotheses must be tested and 
either confirmed or rejected. 

Since there are two quantitative vari- 
ables—population and distance ratios (P 
and D)—in Converse’s formula, (D,/D2) 
= (P;/P:2)”, and one qualitative variable 
—commodity—in this study, analysis of 
covariance is the appropriate statistical 


Sample counties: Carroll, Cerro Gordo, Cherokee, Davis, Delaware, Dickinson, Grundy, Guthrie, Han- 
cock, Jefferson, Louisa, Marion, Marshall, Mitchell, Montgomery, O’Brien, Pottawattamie, Scott, Warren. 

Sources: lowa State Planning Board, A Preliminary Report of Progress, 1934, Figs. 1030-5, —12, —24, 
1048-4, —10, —12, —19; The Second Report, 1935, Figs. 48, 53. 


technique to employ. The result should 
be an equation (or equations, if signifi- 
cant differences between commodities are 
found) which will give the best estimate 
of D for any given value of P. 

Before any computations were made it 
was necessary to select a number of sam- 
ple counties from the 91 for which data 
were available. Nineteen such counties 
were selected by trial and error until the 
number of counties in each category of 
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the sample was 19/99 of the number in 
the same category of the state, plus or 
minus one (see Table 1). Nineteen was 
the largest number which could have 
been chosen under this rule, because of 
missing data for eight counties and in- 
complete data for several others. There 
were nine controls in this quota sample. 
Then every clear-cut breaking point 
in each of the 19 counties was selected for 
seven representative commodities. From 
these points, where trading area bound- 
aries crossed roads, highway distances to 
the nearest mile (D, and D.) were meas- 
ured to the two trading centers in ques- 
tion and the populations of the centers 
(P; and P2) were recorded to the nearest 
hundred.® Two values each of D (D;/D2 
and D./D,) and P (P;/P2 and P2/P;) then 
were computed for every breaking point. 
Altogether there were 869 independent 
observations in the 19 counties, or 1738 
total observations (see n in Table 2). 


TABLE 2.—VALUEs OF J, r? AND n—1935 


b r? n 
Groceries | .68 400 
Eggs and Poultry, Market- 
ing of 32 .68 328 
Movies 31 59 86 
Lumber and Cement .22 58 360 
Physician .22 43 318 
Women’s Coats and Dresses 44 .79 114 
Men’s Suits 45 .76 132 
Total 1738 


Values of P and D were plotted graphi- 
cally before starting the analysis in order 
to determine whether some curve other 
than the theoretical power function 
might fit the data better. No such curve 
was found; so it became necessary to rec- 
tify the data by taking logarithms of P 
and D before proceeding with the usual 
least-squares solution. In short, the prob- 

*Data from Rand McNally Commercial Atlas and 


Marketing Guide, zoth edition (Chicago: Rand Mc- 
Nally & Co., 1939). 


lem resolved itself to finding the value 
of the constant, b, in the following linear 
equation, which is a generalized version 
of Converse’s formula: log D = b log P. 
This b is the exponent of P in Converse’s 
formula, where it is .50, or the square 
root. 


Results 


The value of b determines the location 
of boundaries between trading areas. If b 
is zero, the breaking point is midway be- 
tween the two centers. As b increases, the 
boundary moves closer and closer to the 
smaller center. Negative values of 6 de- 
note that the boundary is nearer the 
larger center. 

Table 2 shows that in 1935 the seven 
commodities studied arranged themselves 
very distinctly into three groups accord- 
ing to their b values. In the case of shop- 
ping goods, the boundaries were propor- 
tionally nearest the smaller centers, not 
as near for convenience goods, services, 
and marketings, and farthest away for 
bulk goods and professional services, al- 
though still definitely nearer the smaller 
than the larger centers. All seven b’s, how- 
ever, were significantly different from the 
theoretical value of .50 and we must con- 
clude that Converse’s formula did not 
hold in Iowa in 1935 unless our sample 
was remarkably aberrant. 

Another meaningful statistic shown in 
Table 2 is the coefficient of determina- 
tion, 7”, or the square of the coefficient of 
correlation. It gives the proportion of the 
variance in log D which is associated with 
concomitant variance in log P. Thus, dif- 
ferences in population between two cen- 
ters were much more important in “‘de- 
termining” where consumers shopped 
than where they went to a doctor. While 
79 per cent of “distance” is “explained” 
by “population” alone in the case of 
women’s coats and dresses, population ac- 
counts for only 43 per cent of distance for 
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physicians, leaving 57 per cent to be ex- 
plained by other factors. Of course, it is 
not population, itself, which attracts 
women shoppers to the larger centers, but 
the types of goods found there and other 
factors generally associated with the more 
populous cities. 


TABLE 3.—VALUES OF b, r? AND n—1949 
(Southwest Iowa only) 


b a n 

Groceries 46 71 268 
Eggs, Marketing of 186 
Movies 38 48 178 
Farm Machinery 51 .63 86 
Physician .27 .24 250 
Women’s Coats 51 .90 186 
Men’s Good Shoes .50 75 186 

Total 1340 


Table 3 shows the results of the analy- 
sis of the 1949 data for southwest Iowa. 
It is not strictly comparable to Table 2, 
for it is valid for only one section of the 
state and for somewhat different com- 
modities. Of course, later population fig- 
ures were employed,’ but the procedure 
was similar to that used on the 1935 data, 
except that all the data gathered for the 
seven commodities studied were consid- 
ered instead of a sample of those col- 
lected. There were 670 independent ob- 
servations, or a total of 1340. 

A definite upward trend from 1935 to 
1949 is noted in the value of b, except for 
the marketing of eggs, where D fell 
sharply. Probably this exception is due 
to the fact that produce trucks now gen- 
erally pick up eggs at the farm instead of 
the farmer’s taking them to town. Actu- 
ally they are not marketed in the town 
named, but on the farm to a trucker who 
may come from a distant hamlet. Shop- 
ping goods, including farm machinery, 
had b’s not significantly different from 

™Data from Rand McNally Commercial Atlas and 


Marketing Guide, 81st edition (Chicago: Rand Mc- 
Nally & Co., 1950). 


the theoretical .50. Hence, in all proba- 
bility Converse’s formula is confirmed 
for these commodities in southwest Iowa 
in 1949. Even groceries approached shop- 
ping goods in its value of b. 

As for changes in 7”, its value for wom- 
en’s coats became even larger and for 
physicians much smaller. Naturally a 
small proportion (12 per cent) of the dis- 
tance for egg marketings was explained 
by population, since the population of 
the town where the produce truck origi- 
nates is of little concern to the farmer. 


Conclusion 


One of the limitations of this study is 
that the results are valid only for Iowa. 
However, there is no good reason to be- 
lieve that conditions in other sections of 
the prairie-grid region are far different 
from those found in Iowa, except per- 
haps around very large cities, such as Chi- 
cago, and in the more highly industrial- 
ized sections, where large populations do 
not necessarily go hand-in-hand with 
comparable commercial developments. 
The only way to ascertain conditions in 
other parts of the country and world is 
through further research. 

Undoubtedly a larger proportion of 
the variance in log D would be accounted 
for if more independent variables were 
added to the equation, although popula- 
tion alone explains a surprisingly large 
percentage of distance, for shopping 
goods especially. Possibly retail sales 
would be more highly correlated with dis- 
tance than is population. Also, travel 
time might be more fully explained by 
the independent variables than is dis- 
tance, since the farmer logically should be 
more concerned with the time it takes for 
him to drive to town than with the high- 
way mileage. Again, further research is 
called for. 

Finally, it is interesting to speculate on 
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the future trend of b. Will it increase well 
beyond the theoretical .50 as transporta- 
tion facilities and rural levels of living 
improve, or is there some point where 


trading area boundaries will cease to ap- 
proach the smaller center? 
RoBERT B. REYNOLDS 
Army Map Service 


A NOTE ON THE DETERMINATION OF ADVERTISING BUDGETS 


RASMUSSEN made a significant con- 
tribution in his brief but incisive 
article on the theory of advertising. His 
concept of “‘advertising-elasticity of de- 
mand” may help to open the door to sci- 
entific determination of advertising ex- 
penditures. His general theme of employ- 
ing economic theory to help establish 
marketing theory which can be used to 
advantage by practitioners is very sound.* 

The purpose of this present paper is to 
consider further some of the concepts pre- 
sented by Rasmussen as well as to point 
out a path the exploration of which 
should prove fruitful. Toward that end, 
the first portion of this paper will involve 
a restatement of the Rasmussen optimum 
conditions. The second section will in- 
volve a consideration of the so-called Per- 
centage-of-Sales Method of setting an ad- 
vertising budget. Here the assumptions 
implicit in such a method of setting ad- 
vertising budgets will be studied. Also 
the proper percentage of sales to use, pro- 
vided the assumptions are fulfilled, will 
be sought. In the third portion, time lags 
will be introduced into the function re- 
lating advertising and sales. This will be 
shown to resemble the “Cobweb’”’ effect. 
Finally, it will be shown that both simul- 
taneous and lagged relationships lead to 
the same conclusions concerning the Per- 
centage-of-Sales Method of setting adver- 
tising budgets. 


2 Arne Rasmussen, “The Determination of Adver- 
tising Expenditure,” THE JOURNAL OF MARKETING, Vol. 
XVI, No. 4, April 1952, pp. 439-446. 


The Rasmussen Optimum Conditions 

In deriving his optimum conditions, 
Rasmussen makes several explicit as- 
sumptions. These are: 

1. Price, p, of the product is not af- 
fected by the quantity, q, sold. 

2. Variable unit cost is constant? and 
thus gross revenue per unit, r, is constant. 

3. Advertising dollars are spent in the 
most efficient ways and thus the effect 
of advertising may be measured solely in 
terms of dollars spent. 


In addition to these explicit assump- 
tions, one implicit assumption threads 
its way through all but the last section 
of the Rasmussen article. This implicit 
assumption is that in the third assump- 
tion, above, there is a continuous func- 
tional relationship which describes the ef- 
fect that advertising in a given period of 
time will have on sales in that same pe- 
riod of time. The significance of this as- 
sumption will become apparent later. 

Now on the basis of these assumptions, 
Rasmussen derives his optimum condi- 
tions. He starts with the usual profit max- 
imization conditions, i.e., marginal cost 
equal to marginal revenue. In his nota- 
tion, this becomes 


dqr = dA (1) 


?This bit of oxymoron is borrowed from Joel 
Dean, “Cyclical Policy on the Advertising Appropria- 
tion,” THE JOURNAL OF MARKETING, Vol. XV, No. 3, 
January 1951, p. 267. Professor Dean’s argument 
would appear to be based on the familiar assump- 
tion of “flat” marginal cost curves in the relevant 


ranges. 
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where A is the advertising expenditure 
and the other terms are defined above. By 
a simple step, equation (1) becomes 


d 
(2) 
If (2) is multiplied by (A/q), we get 
dqA _A 
dA q = qr (3) 


The left hand member of (3) is what 
Rasmussen calls the advertising-elasticity 
of demand. The right hand member is 
the percentage of gross revenue spent on 
advertising. Thus equation (3) shows that 
(under the assumptions stated above) a 
firm’s profit is at a maximum when the 
percentage of gross revenue spent for ad- 
vertising equals the advertising-elasticity 
of demand at that volume of sales. Since 
the advertising-elasticity may be derived 
statistically and since the right hand 
member of (3) is under the firm’s control, 
profit may be maximized by an advertis- 
ing policy which assures that the condi- 
tions of equation (3) are approximated. 


Consideration of the Percentage-of-Sales 
Method 


When a firm decides to devote a fixed 
percentage of its sales to advertising, it is 
undertaking to insure that the unknown 
functional relationship connecting A and 
q is 

A = kpq- (4) 
The question which arises first is if 
equation (4) describes accurately the re- 
lationship between sales and advertising, 
then what percentage of gross revenue 
should be spent on advertising in order 
to insure maximum profits.* If fixed costs 
are denoted by f, and if z represents profit, 
then | 

—f—A (5) 
*In equation (4) k is assumed to be a constant 
which, if it exists, makes profit a maximum. Thus 


A and q, along with z, are the only variable elements 
in equations (4) through (8). 


which after substitution of (4) and sim- 
plification becomes 


a = q(t —kp) —f. (6) 
The first order condition that profit be a 
maximum is that i be zero. Thus, 

d 

=r—kp=o. (7) 


If (7) is solved for k, we get 


k= r/p. (8) 
That this value for k satisfies Rasmussen’s 


condition (2) is readily apparent from (4) 
and (8). Thus 


dq_ 1 
dA = kp 
and substituting for k, 
d 1 
(9) 


which is equation (2). Furthermore, if 


equation (g) is multiplied by + we get 


which is Rasmussen’s equation (3). Thus 
this value for k satisfies the Rasmussen 
optimum conditions. 

A disquieting result follows, however, 
if we attempt to discover the magnitude 
of this maximum profit. Substitution of 
the value of k given in (8) into the defini- 
tion of profit found in (6) yields a profit 
of zero. This unfortunate result stems 
from the assumptions of the problem. 
There is no one value of k which makes 
profit the greatest for all outputs unless 
the profit is always zero. In that case out- 
put and hence advertising would also 
both be zero. The conclusion that only 
in this trivial case can k be constant re- 
gardless of sales demonstrates the unsatis- 
factory nature of the assumption of 
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equation (4), and thus of the Percentage- 
of-Sales Method. Note, however, that 
this argument does not imply that the 
Percentage-of-Sales Method cannot yield 
the maximum profit. Also, this result de- 
pends on the assumption that r and c are 
constant for all values of q. These con- 
clusions are not materially different from 
Rasmussen’s as he also indicates that the 
assumption back of the use of the Per- 
centage-of-Sales Method is unsatisfactory. 
The above analysis is another approach 
to the same problem and serves to confirm 
Rasmussen's view. 


Introduction of Time Lags 


In equation (4), it is assumed above 
that the effects of advertising are im- 
mediate. This is unrealistic, however. In 
actual practice it is found advertising 
takes effect after some time lag. Thus, 
the functional relationship between ad- 
vertising and sales might be 


q(t) = + arA(t — 1) 
+ ...+a,A(t—n) (10) 


where q (t) means sales in the given year, 
t, A (t — i) means advertising i years prior 
to t, and the a, values are constants. 
Equation (10) merely states that the 
quantity sold in a given year is a linear 
function of the volume of advertising in 
the given year and in years past. Now 
for simplicity assume that only last 
year’s advertising will have any effect in 
this given year. Equation (10) now be- 
comes 

p(t) = a,A(t — 1). (11) 


If equation (11) is coupled with equation 
(4), we get what is called a dynamic eco- 
nomic process. These two equations state 
that this year’s sales are determined by 
last year’s advertising, but this year’s 
sales determine this year’s advertising. 
Clearly, this process generates a specific 
path through time. Given the advertis- 


ing appropriation for any year, it is 
theoretically possible to determine the 
sales in any subsequent year. Note also 
that the time unit is quite arbitrary. The 
symbol t could be used to represent 
months, quarters, or even decades. 

These dynamic processes are well 
known in economic theory and they lead 
to different results than those one 
achieves using only simultaneous rela- 
tionships. As an example, notice that the 
statement “The price fell, and _ this 
caused a fall in supply which drove the 
price back up” is out of place in the 
simultaneous analysis of the elementary 
economics classroom. The statement 
makes a great deal of sense, however, to 
anyone analyzing variations in the corn- 
hog ratio or trying to explain the potato 
shortage of May, 1952. This type of 
analysis has been adequately treated in 
economic literature, frequently under 
the title of the “Cobweb Theorem.”* 

In the concluding section of his paper, 
Rasmussen introduces a dynamic process 
of the type just described. In effect, he 
supposes that the managers of a firm 
maintain a level of advertising such that 


A= kpq (4) 


which action he refers to as the firm’s 
advertising policy. However, he also as- 
sumes that the actual relationship be- 
tween advertising and sales is of the type 


q(t) = F[A(t— 1)] (12) 


which he calls the advertising demand 
curve. That is, he assumes the quantity 
sold at time t is some function of the 
volume of advertising at time t—1. In 
this case, t may be any finite interval of 
time, however small. Now Rasmussen 


‘For an excellent discussion of the field of Process 
Analysis, see Paul A. Samuelson, “Dynamic Process 
Analysis,” in A Survey of Contemporary Economics, 
Howard S. Ellis, editor (Philadelphia: The Blakiston 


Company, 1949), pp. 352-387. 
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shows that the steps taken by this hypo- 
thetical firm will lead to two possible 
equilibria, neither of which, unfortu- 
nately, yields the maximum profit. Thus 
he relies on a dynamic type of process to 
demonstrate the inadequate nature of the 
Percentage-of-Sales Method. This analy- 
sis may be translated into more familiar 
concepts by assuming that the time period 
involved is infinitesimally small. This 
assumption allows the introduction of 
simultaneous equations. Furthermore, 
such an assumption removes the necessity 
of emphasis on the length of the time 
period involved and it thus allows con- 
centration on the effects of the Percent- 
age-of-Sales Method itself. Use of this 
technique results in the same conclusions 
which Rasmussen reached; that is, that 
the Percentage-of-Sales Method is an in- 
adequate means of establishing an ad- 
vertising budget since it will lead to the 
maximum profit only by chance. 


Conclusions 


The two major conclusions to be 
drawn from this Note are so obvious they 
hardly need stating. The first is that when 
the advertising budget is to be computed 
from some assumed relationship between 
advertising and sales, the better the esti- 
mate of this relationship, the greater the 
profit which will result. In other words, 
the better the facts management has to 
its disposal, the more efficiently will the 


business be run. The second conclusion 
is that regardless of the facts management 
has available, the Percentage-of-Sales 
Method is faulty theory and should not 
be used. Advertisers cannot be justly 
censured for using this inadequate 
method, however, until we have de- 
veloped something which is clearly better 
and have made these developments 
known to business. Enough has been dis- 
covered to indicate that the expenditure 
of time, effort, and money in an attempt 
to find out more about the advertising 
elasticity of demand would be well justi- 
fied for many firms. 

As a by-product of this Note, it is hoped 
that the reader wiil have gained some 
further insight into process analysis. 
Process analysis is a relatively new tool 
which may add a great deal to the study 
of marketing as well as to other branches 
of economics. 

Finally, it is hoped that some student 
will take up from here and work out the 
effect of the introduction into the model 
of variable unit costs which are not con- 
stant. If this could be successfully accom- 
plished and if the aforementioned 
studies of advertising-elasticity of de- 
mand prove successful, the millennium 
will have been reached in advertising 
budgeting. 

JAMEs M. ParrisH 
JouNn M. RYAN 
University of North Carolina 


ANTI-TRUST POLICY AND THE BIG BUYER: 
FURTHER MISGIVINGS ABOUT THE A & P CASE 


Professor Joel B. Dirlam and Alfred E. 
Kahn have recently offered a sympathetic 
interpretation of the government’s posi- 
tion in the A & P case.! As a point of de- 

1“Antitrust Law and the Big Buyer: Another Look 


at the A & P Case,” The Journal of Political Econ- 
omy, April, 1952, pp. 118-132. 


parture, they direct attention to one 
point in Professor M. A. Adelman’s de- 
fense? of the purchasing tactics of the 

7“The A & P Case: A Study in Applied Economic 
Theory,” Quarterly Journal of Economics, LIII 


(1949), 238-57 “The Great A & P Muddle,” Fortune, 
XL (December, 1949), 122-21 et passim. 
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Great Atlantic and Pacific Tea Company 
—his contention that the consumer bene- 
fits since its monopsony power is em- 
ployed to counteract the monopoly ele- 
ments on the processing and wholesale 
side of the grocery business.* 

In common with most persons who are 
sympathetic to the principle of an anti- 
trust policy but depressed by the A & P 
prosecution, I wish that the implied justi- 
fication for the government suit offered 
by Dirlam and Kahn were convincing. 
Unhappily, their article made no men- 
tion of a number of important and dis- 
turbing aspects of the case. 


Robinson-Patman vs. Sherman 


The point in Adelman’s defense of 
A & P selected for criticism is effectively 


*I would record my own opinion that a monop- 
sony analysis is not really relevant to the purchasing 
policies of A & P. A monopsonist is usually assumed 
to maximize by curtailing purchases from increasing 
costs suppliers in the interest of lower factor costs. 
Hence substantial monopsony power perforce im- 
plies substantial monopoly power—which A & P 
clearly does not possess, 

I believe the irrelevant monopoly-monopsony is- 
sue has intruded into discussions of the A & P case 
because economists, like appeal judges, have tended 
to take lower court findings of “fact” at face value. 
Thus A & P was found guilty of obtaining volume 
discounts “not justified by a saving in cost to sup- 
pliers.” But obviously if a seller year-in-year-out 
grants volume discounts, the presumption is that 
such discounts are, in his opinion at least, justified 
by a cost saving on handling large volume orders. 

The skillful or unscrupulous use of bargaining 
power in a business transaction is something quite 
distinct from what economists understand by mo- 
nopsony power. When a big buyer who knows that 
a supplier’s sales force has recently deteriorated, 
employs this knowledge to squeeze out a preferen- 
tial discount by threatening to withdraw business 
suddenly, he may be acting unethically. But such a 
tactic can hardly be viewed as monopsonistic be- 
havior; and in the vast majority of instances it is 
not a practice that “tends toward monopoly.” 

Thus the justification for the big buyer is not, as 
Adelman and Spengler contend, that monopsony 
power operates to transfer a “rent” surplus from 
supplier to consumer. Rather it must rest upon the 
old saw so often affirmed by the A & P—and de- 
nied by government investigators—that a steady flow 
of large volume orders really does lower supplier 
costs. 


refuted. The bargaining power of A & P 
in recent years has generally not sufficed 
to enable it to receive favorable treat- 
ment from large suppliers, e.g., General 
Foods, National Biscuit, etc. As Dirlam 
and Kahn suggest,* large suppliers dare 
not risk offending under the Robinson- 
Patman amendment by granting special 
discounts to A & P on many items.® The 
organization was convicted of bargaining 
especially favorable prices out of small 
suppliers who were not so likely to come 
to the notice of the Federal Trade Com- 
mission; and, on balance, the victimized 
firms had little monopoly power as they 
show. To the extent that A & P “know- 
ingly” received illegal discounts, it vio- 
lated the Robinson-Patman amendment 


‘Elsewhere Dirlam and Kahn imply thet A & P 
failure to secure preferential discounts from large 
suppliers was due to the monopoly power of the 
latter. “Surely, the stronger the supplier the less is 
the likelihood of its granting concessions to mar- 
keters.” (p. 129) But prior to the passage of the 
Robinson-Patman Act in 1936, A & P was able to 
secure preferential discounts from large suppliers— 
and a main object of the statute was to eliminate 
them. Apparently this object has been realized. Cf. 
Final Report on the Chain-Store Investigation, 
Senate Document No. 4, 74th Congress, 1st Session 
(1934) especially Chapters III, IV and V. 

* Three types of volume discounts affecting inter- 
state commerce are declared unlawful by Robinson- 
Patman. 

(1) Discounts not justified by a saving in cost to 
suppliers. 

(2) Discounts justified by a saving in cost to sup- 
pliers, but “unjustly discriminatory” because only a 
few buyers can (or do) take advantage of them. 

(3) Discounts justified by a cost saving to sup- 
pliers, but “promotive of monopoly in any line of 
commerce” because only a few buyers can (or do) 
take advantage of them. 

When the Federal Trade Commission challenges. 
a volume discount it is virtually up to the supplier 
to prove its legality since the Commission need only 
show that there is a “reasonable possibility” that the 
discount injures competition. Cf. Morton Salt Com- 
pany v. F.T.C. U.S. 37, 58 (1948). 

But A & P was not prosecuted under Robinson- 
Patman, and the trial judge did not feel that fine 
distinctions were necessary. His decision implies that 
the preferential discounts secured by the company 
subverted competition because they were both un- 
justly discriminatory and not justified by a saving in 
cost to suppliers. 
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as, of course, did the small suppliers 
themselves in granting them. 

But mention of the Robinson-Patman 
amendment raises the fundamental ques- 
tion: what is the proper purpose of an 
antitrust policy. Most economists—and 
laymen—would probably answer with- 
out much hesitation that prosecutions 
under the Sherman Act should aim di- 
rectly or indirectly at protecting the con- 
sumer interest. They should either seek 
to reduce prices that are being main- 
tained by unlawful actions or, in the 
event that consumer interest is not de- 
monstrably injured, to halt or reverse 
mergers or forced liquidations of com- 
petitors that may adversely affect con- 
sumer interest in the future. 

Surely no one familiar with the pro- 
visions and Congressional history of the 
Robinson-Patman amendment supposes 
that it was designed to protect either the 
short-run or long-run interests of con- 
sumers.® The “‘two-price level’’ sometimes 
enforced by A & P upon small suppliers 
may have violated this depression gift- 
horse to small business, but certainly 
such price discrimination did not directly 
raise prices to consumers; and since A & 
*It is not clear that the trial Judge Lindley in the 
1946 case was familiar with the Congressional history 
of either the Sherman Act or the Robinson-Patman 


Amendment. At any rate, he perceived no conflict of 
objectives in the two statutes. For he remarks: 


“Sometimes I doubt whether we ever needed 
the Robinson-Patman law, with all its elusive 
uncertainty. I have thought that the Sherman 
Act, properly interpreted and administered, 
would have remedied all the ills meant to be 
cured.” (67 F Supp. 676) 


Of course, only lawyers and judges presume to 
know what the Congress which passed the Sherman 
Act with only one dissenting vote had in mind as 
an anti-trust policy. But inasmuch as the statute was 
enacted by legislators who by their own admission 
were interested in winning the votes of a public 
wrathfully reacting against the predatory activities 
of Standard Oil and rate discriminations of the rail- 
roads, it seems a fair inference that protection of 
the consumer was at least given lip service as an 
ideal; and that prosecutions under the Sherman 
Act can reasonably be expected to serve this end. 


P has only about 7 per cent of the retail 
grocery business, the two price policy 
cannot seriously be regarded as a threat 
to consumer interest in any forseeable 
future. 

Dirlam and Kahn write: 


The problem of public policy is one of bal- 
ance, of drawing the line between the greater 
and lesser evil. This the department of Jus- 
tice has attempted to do in a particular case 
by attacking the systematic use of bargaining 
power to achieve unfair competitive advan- 
tages and to bring pressure to bear selectively 
on retail competitors. (p. 132) 


Granted that “unfair” competition is 
a major policy problem. But is it a prob- 
lem for the Department of Justice under 
the first two sections of the Sherman Act 
when the consumer public is not injured 
by the competitive practice in question? 
Does not the small business world already 
have the Federal Trade Commission to 
protect itself against unscrupulous and/ 
or over-energetic competition? 

Finally Dirlam and Kahn contend: 


A & P’s primary influence on the price of 
nationally branded groceries, as far as supplies 
are concerned, results from its private brands. 
But this method of competition is, for the 
most part, legally unassailable. . . . Only in 
so far as A & P was able to sell its private 
brands more cheaply by virtue of discrimina- 
tory concessions exacted from manufacturers 
has the case weakened their influence.? This 
was a minor factor. (p. 128) 


Why then has the Department of Jus- 
tice since filed suit to divest the company 
of its food processing plants? And the 
answer apparently is that if A & P’s verti- 
cal integration was not made illegal per se 


*I must differ with Dirlam and Kahn on this in- 
terpretation of the case. By my reading of the trial 
judge’s decision, discriminatory concessions were not 
the whole story. A & P was also castigated for us- 
ing the threat to transfer production to its own 
plants if independent suppliers of products mar- 
keted under A & P labels did not quote satisfactory 
prices, The law was violated even though the sup- 
pliers sold only to A & P and no question of price 
discrimination against other buyers was involved. 
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in the criminal trial, it might as well have 
been.® For, as already noted, the court 
held it unlawful for A & P to use its own 
plants as bargaining counters in dealings 
with independent suppliers. 


Prosecution Objectives 


One is still left wondering as to the 
point of the A & P prosecution. A chari- 
table interpretation has been offered by 
Adelman: the antitrust division, zealous 
in a good cause, went astray because of 
faulty economic intelligence.® Unhap- 
pily, two circumstances of the case are 
highly suggested of political grandstand- 
ing. 

(1) The investigation and probable 
prosecution of A & P was announced by 
a Justice Department official at the 1941 
meeting of the United States Wholesale 
Grocers Association—the Company’s im- 
placable and politically powerful op- 
ponent.?° 

(2) The Justice Department chose to 
institute a criminal prosecution under 
the Sherman Act. Now a criminal charge 
against a major corporation under this 
statute is generally designed to serve one 
or more of the following ends—the penal- 
ties carried by conviction being unsub- 
stantial. 


(a) It tests the legality of particular 
forms of business combination or com- 
petitive practices. No issue of corporate 
structure was present in this case; and 
the price discriminations on which the 
prosecution centered its attack—those 
price cuts secured by A & P not justi- 
fied by an equivalent savings in han- 


’ For a generalized defense of vertical integration 
against the chatge of enhancing monopoly, see 
J. J. Spengler, “Vertical Integration and Antitrust 
Policy,” The Journal of Political Economy, Vol. 
LVIII, August, 1950, 347-352. 

*“The Great A & P Muddle,” p. 180. 

Ibid., p. 124. 


dling costs to suppliers—were already 
illegal under Robinson-Patman."! 

(b) It secures a quicker and more 
spectacular publicity return for the 
prosecution than a dull equity proceed- 
ing. The latter is likely to remain in 
the courts year after year. 

(c) By bringing the defendant to 
the unfavorable attention of the 
courts and the public, the criminal 
charge, if successfully prosecuted, lays 
the basis for what the Justice Depart- 
ment has in mind from the outset—a 
civil action. 


Only an equity suit can produce the 
remedial measures of dissolution and di- 
vestment. 

Shortly after the Circuit Court upheld 
the criminal conviction of A & P, the 


Justice Department filed an action re- 


questioning the splintering of the com- 
pany’s organization. 

The circumstances of the litigation are 
also compatible with a second hypothesis 
hardly more favorable to the anti-trust 
division: the Department of Justice 
more or less in desperation seized upon 
the sharp purchasing practices of the A 
& P as the only pretext which would suf- 
fice for including the nation’s biggest 
food distributor in its post 1940 trust- 
busting program. 

Consider the difficulties of bringing a 
convincing action against A & P under 
the Sherman Act. A goodly share of the 
largest 200 manufacturing and trading 
corporations are now rendered vulner- 


™ Only one of the purchasing practices of A & P 
challenged by the prosecution was not a violation 
of Robinson-Patman—the Company’s occasional 
threat to expand or establish its own processing 
plants when suppliers were reluctant to grant price 
reductions. This threat was held to constitute the 
offense of “boycott,” which until the A & P case had 
-lways meant an attempt to raise prices or exclude 
others from a market. (Cf. the law note, “Trouble 
Begins in the New Sherman Act: The Perplexing 
Story of the A & P Case,” The Yale Law Journal, 
Vol. 58, p. 974.) 


G 
il 
cy | 
at | 
le 
al- | 
er 
1S- 
se 
ng 
n- 
‘ly 
is 
b- 
er 
ct 
od 
n? 
ly 
to 7 
1/ 
| 
of 
ies 
1s. 
he 
in 
ite 
la- 
TS 
1is 
1S- 
ny 
1e 
ti- 
se 
in- 
ial 
10t 
wn 
ar- 
ry 
ice 


284 


THE JOURNAL OF MARKETING 


able by the new (i.e., literal) interpreta- 
tion of Section 2 of the statute. For, by 
this view, oligopoly—at least in a national 
market—is prima facie violation of the 
clause which makes an offender of ‘“‘every 
person who shall monopolize.’ The law 
is apparently breached by the very exist- 
ence of firms which control a substantial 
fraction of an industry’s output; and by 
the inevitable concomitants of oligopoly 
—price leadership, price rigidity, market 
sharing, etc. Moreover, except perhaps 
for spokesmen of the National Associa- 
tion of Manufacturers and disciples of 
the late Professor Schumpeter, few per- 
sons see any advantage to the consumer 
in oligopoly when workable competition 
is a practical alternative. 

But A & P had only 7 per cent of the re- 
tail grocery trade; and its share of the 
market had not appreciably increased 
over a 17-year period.’ Its prices were not 
rigid; and they obviously were not above 
those of its competitors in most communi- 
2The most recent figure cited in the court pro- 
ceedings was 7.1 per cent for the year 1943. A & P 
had accounted for 6.27 per cent of the national 
grocery business in 1926 (67 F Supp. 626, 633). Never- 
theless, the government attorneys discerned a trend 
toward monopoly in the grocery business: A & P, 
while maintaining its share of national sales, has re- 
duced its geographical coverage by substituting su- 
permarkets for neighborhood shops, thereby ac- 
centuating local monopoly. Would it be impertinent 
to call the attention of the anti-trust division to 


the spread of automobile ownership over the last 
25 years? 


Any extensive attempt at the solution 
of problems should start, it would seem, 
with the discovery and listing of the 
problems in the particular area under 
investigation. 

What are the selling problems of de- 
partment store salespeople? To deter- 


ties. Hence, if anti-trust lawyers were to 
include the company in their campaign, 
it was necessary to exploit the one ob- 
vious chink in the company’s legal ar- 
mour—to go through the rigmarole of 
arguing that discounts secured by A & P 
from suppliers—almost certainly illegal 
under Robinson-Patman—raised whole- 
sale food prices to its competitors and re- 
tail food prices to their competitors’ cus- 
tomers who comprise most of the buying 
public.%% 

Perhaps in this instance the men of the 
anti-trust division sincerely believe that 
the end justifies the means; that ‘“‘eco- 
nomic concentration” as manifested by 
bigness and not exploitation of the buy- 
ing public is the most grievous sin, and 
hence that A & P is a legitimate target 
for any attack that can secure dissolution. 
If so, this conviction should be made ex- 
plicit—and subjected to critical scrutiny. 
Anti-trust policy ought to be something 
more than a haphazard caricature of a 
positive program for laissez-faire. 


DoNALD DEWEY 
Duke University 


* In all fairness to Dirlam and Kahn, it should be 
noted that they do not reproduce—much less at- 
tempt to justify—this line of attack. Far from im- 
plying that A & P activities served to raise the level 
of food prices, they intimate that A & P’s sharp 
bargaining with small suppliers was anti-social be- 
cause it might have had deflationary consequences 
in time of unemployment. (p. 129) 


THE SELLING PROBLEMS OF DEPARTMENT STORE SALESPEOPLE 


mine the answer to that question, the 
writer conducted (1) a search of the 
literature, (2) a survey of department 
store personnel. 

In searching the literature it was found 
necessary to go back thirty years before an 
authoritative, research-based list of prob- 
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lems came to light. Charters’ 1920-21 
Pittsburgh study? listed fifty-six problems 
of salespeople as revealed by personal in- 
terviews in the stores of Pittsburgh. 

In early November, 1950, the writer, 
through group interviews, collected 2502 
statements of selling problems from 204 
salespeople and 48 supervisers in three 
Los Angeles department stores. 

Many of these 2502 selling difficulties 
were exact duplicates. Many were similar. 
After sorting, classifying, and combining 
the 2502 slips of paper which contained 
the statements of problems, a list of 130 
problems was obtained, which was fur- 
ther consolidated to 71. The final list of 
seventy-one contains only those problems 
which were mentioned ten times or more 
by the salespeople and supervisors. 

These selling problems of department 
store salespeople, as stated below, are 
phrased and listed in the order in which 
they appeared in the investigator's fol- 
low-up questionnaire. The problems at 
the beginning of the list follow the course 
of the sale from the beginning through 
the close of the sale. Next are some spe- 
cial situation problems, followed by cus- 
tomer personality situations. Miscellane- 
ous problems constitute the remainder of 
the list. The number in parenthesis which 
follows each problem indicates the num- 
ber of times that particular problem was 
mentioned by the respondents. An aster- 
isk indicates a problem not found in the 
Charters list. Here is the list: 


1. How to approach, greet the custom- 
ers, or begin the sale. (93) 
*2. How to get customers to respond or 
answer when you greet them. (22) 
3. How to deal with the “I’m just look- 
ing” customers. (117) 
4. How to size up, analyze, or judge 


2 Werrett Wallace Charters, How to Sell at Re- 
tail (New York: Houghton Mifflin Company, 1922), 
$26 pp. 


| 


*6. 


"3. 


19. 


the customers by the way they dress, 
look, walk, and talk. (18) 

How to get and hold the attention 
and interest of customers. (38) 

How to get and hold the attention 
and interest of customers when 
their friends are with them, or there 
are other distractions or interrup- 
tions. (24) 


. How to create customer confidence 


in yourself, your store, and your 
merchandise. (50) 

How to handle customers who have 
little or no idea of what they want. 
(24) 

How to get the customers’ size, 
color, style, and price preferences 
indirectly, or without directly ask- 
ing the customers. (31) 


. How to deal with customers who ask 


for merchandise which is out of 
stock, or is not carried. (54) 


. How to suggest or introduce or sell 


substitute merchandise especially if 
you do not have what customers 
ask for. (38) 


. How to show or demonstrate the 


merchandise to the customers. (24) 


. How to show the right amount of 


merchandise. (11) 


. How to show personal attention and 


interest, and make and keep friends 
of your customers. (38) 


. How to relax your customers and 


make them feel at home, welcome, 
and important. (20) 


. How to explain effectively the fea- 


tures of the merchandise. (32) 


. How to get customers to feel, hold, 


handle, or try on merchandise. (12) 


. How to deal with customers who 


show preference for merchandise, 
size, style, color, or material not 
suited to them. (94) 

How to help customers select and 
buy the merchandise or colors or 
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styles or sizes best suited or fitted to 
their needs. (142) 

. How to convince customers to buy 
the better article. (11) 

. How to convince customers that the 
merchandise is a good buy. (17) 

. How to help customers select and 
buy merchandise for others or as 
gifts. (14) 

. How to sell the customers who think 
the price is too high. (33) 

. How to sell when customers say that 
other stores have merchandise just 
as good or better at lower prices. 
(35) 

. How to cope with the situation 
when customers question or are 
critical of the merchandise or the 
quality of the merchandise. (33) 

. How to meet, handle, or overcome 
customers’ objections or resistance 
to buying. (110) 

. How to close sales or get the cus- 
tomers to buy. (42) 

. How to sell when customers say, 
“T'll be back,” or “I want to look 
around,” or “I'll think it over.” (16) 
. How to deal with the slow or unde- 
cided customer. (114) 

. How to fill the customers’ exact 
needs so properly and sell so thor- 
oughly that the customers won't re- 
turn the merchanise. (24) 

. How to speed up most sales, espe- 
cially on busy days. (10) 

. How to wait on two or more cus- 
tomers at a time, without neglecting 
any of them. (52) 

. How to describe and sell merchan- 
dise over the telephone when cus- 
tomers call you or you call them. 
(22) 

. How to suggest and sell your better 
or higher-priced merchandise. (25) 
. How to sell related or other addi- 
tional merchandise. (75) 

. How to convince customers to pur- 


chase enough of the material or 
merchandise to really fill their 
needs. (12) 


. How to get customers to come back 


and ask for you. (Developing a cli- 
entele). (66) 


. How to deal with angry and upset 


customers. (48) 


. How to handle the customers who 


have been offended by other sales- 
people or by the store. (13) 


. How to deal with fault-finding and 


chip-on-shoulder customers. (58) 


. How to sell the irritable and nerv- 


ous customers. (58) 


. How to deal with rude, insulting, 


superior, and/or overbearing cus- 
tomers. (61) 


. How to handle the customers who 


think they know it all. (21) 


. How to sell the finicky or hard to 


please customers. (11) 


. How to deal with the very talkative 


and overly sociable customers. (32) 


. How to sell the silent customers 


who don’t tell you what they’re 
thinking, or don’t answer you. (43) 


. How to sell the limited budget cus- 


tomers, the bargain hunters, and 
the customers who want everything 
at a discount (32) 


. How to sell customers who speak or 


understand little or no English. (18) 


. How to fit your sales talk and your 


personality to each individual cus- 
tomer. (13) 


. How to keep customers at ease or oc- 


cupied until you can get to them. 
(30). 


. How to sell when customers are im- 


patient or in a great rush. (57) 


. How to handle the situation when 


waiting customers interrupt your 
sale. (30) 


. How to deal with the situation 


when your sale is interrupted by the 
telephone, department head, over- 
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*60. 


*61. 


*66. 


*67. 


due lunch period, or other distrac- 
tion. (22) 


. How to transfer your customer to 


another salesperson if you must 
leave the selling floor. (15) 


. How to keep your customers at ease 


or occupied during such delays as 
locating merchandise, wrapping, 
making change, okaying checks, and 
establishing credit. (13) 


. How to sell when your customers 


are accompanied by members of the 
family or friends. (107) 


. How to sell when the persons ac- 


companying the customers differ, 
object, influence, or try to talk them 
out of the selection or purchase. 
(62) 


. How to control the situation when 


the customers’ children disturb or 
interrupt, or mess or upset the mer- 
chandise. (23) 


. How to handle customers when 


there is a price or merchandise mis- 
understanding growing out of a 
newspaper ad, window display, or 
incorrect tag. (14) 

How to cope with sales grabbing. 
(53) 

How to handle complaints, returns, 
adjustments, and refunds. (83) * 


. How to prevent or stop customers 


from messing or upsetting the mer- 
chandise. (24) 


. How to direct customers to the 


proper department or station. (15) 


. How to keep up your share of stock 


work without neglecting sales. (34) 


. How to deal with last minute shop- 


pers who want service at or after 
closing time. (19) 

How to sell wrinkled, unattractive, 
substandard, inferior, slow-moving 
or merchandise you do not like. (21) 
How to get along, work in harmony, 
and cooperate with fellow workers 
and department heads. (58) 


68. How to keep relaxed, smiling, and 
happy regardless of irritations and 
aggravations. (41) 

*69. How to deal courteously and tact- 
fully with customers. (36) 

70. How to secure merchandise infor- 
mation and keep informed about 
your merchandise. (45) 

*71. How to visit or gossip less with sales- 
people and customers. (11) 


Comparison with the Charters Lost 


There may be some value in compar- 
ing the above list with the Charters list. 
Because of differences in the phrasing of 
problems in each list, exact matching of 
problems is impossible in many cases. 
However, meanings are sufficiently clear 
to permit approximate matching. 

The reader will understand this limi- 
tation as he attempts his own comparison 
of one set of problems with the other. The 
Charters list is appended to this article. 
The problems are stated in “how to” 
form to facilitate comparison with the 
above list. 

Comparison reveals that ten of the 
Charters problems are absent from the 
current list. Of these ten, three were not 
uncovered or reported in the current in- 
vestigation. These three problems were: 


How to meet the objection, “I am look- 
ing for a friend.” 

How to deal with the well-bred woman. 

How to deal with the spender. 


The other seven problems missing 
from the current list actually were un- 
covered and reported. However, they 
were either mentioned less than ten 
times, and therefore not included in the 
investigator’s list, or were subordinated 
or included in more general problems. 
For Example, the Charters problems of 
“How to remember names and faces,” 
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and “How to deal with the friendly cus- 
tomer,” might be interpreted as subordi- 
nate to the investigator’s more general 
problems, “How to get customers to come 
back and ask for you (developing a clien- 
tele),’’ and “‘How to show personal atten- 
tion and interest, and make and keep 
friends of your customers.” Actually, the 
problem, How to remember names and 
faces and personal data, was mentioned 
six times in the current investigation. 
Following are the other five Charters 
problems absent from the current list: 


How to deal with the business-like cus- 
tomer. 

How to deal with the decided cus- 
tomer. 

How to meet the objection, “I will wait 
until it is marked down.” 

How to meet the objection, “ I haven’t 
enough money with me.” 

How to mention price. 


The current investigation revealed 
forty-one problems not found in the 
Charters list, as indicated by the asterisks. 


Difficulties of Consolidation and Classi- 
fication 


When a mass of 2500 statements of 
problems is consolidated and classified 
into a group of seventy-one problems, er- 
rors are certain to creep in. It cannot be 
said with certainty that these seventy-one 
represent the true essence of the 2500. All 
that can be said is that these seventy-one 
represent the best judgment of the in- 
vestigator at interpretation, consolida- 
tion, and classification. 

. Actually, one full month was spent in 
this task of interpretation and generaliza- 
tion. The problems were classified and re- 
classified, stated and re-stated. While 
every effort at objectivity was made, it 
was apparent that complete objectivity 
was impossible. 

The fallibility of research was in strong 


evidence. It was a form of the general 
problem of interpretation. And to date 
no one has succeeded in removing the 
subjectivity and error from interpreta- 
tion of data. 


The list of problems, however, when 
compared with other lists, appears to 
stand up well. When, in the second por- 
tion of the investigation, this list was pre- 
sented to 413 salespeople, g2 supervisors, 
and 10 training and personnel directors, 
it appeared to win their recognition and 
approval as a complete and satisfactory 
list. 


The Charters List of Problems 


The Charters list of problems was: 


1. How to size up customers by their 

_ carriage, clothes, expression, conver- 
sation, and actions. 

. How to adapt yourself and your sell- 
ing to each person. 

3. How to handle the tired customer. 

4. How to handle the aristocrat. 

5. How to deal with the decided cus- 

6 


tomer. 
. How to deal with the undecided cus- 
tomer. 
7. How to deal with the looker. 
8. How to deal with the silent customer. 
9. How to deal with the foreigner. 
o. How to deal with the friendly cus- 
tomer. 
11. How to deal with the well-bred 
woman. 
12. How to deal with the economical 
group, the price customers. 
13. How to deal with the expert buyer. 
14. How to deal with the stingy cus- 
tomer. 
15. How to deal with the bargain hunter. 
16. How to deal with the person of exact- 
ing taste but moderate means. 
17. How to deal with the business-like 
customer. 
18. How to deal with the spender. 
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19. 
20. 


21. 


22. 
23. 
24. 
25. 
26. 


27. 
28. 


29. 
go. 


31. 
32. 
33- 
34- 
35- 


36. 
37- 
38. 


How to deal with the vain customer. 
How to deal with the “faddy” cus- 
tomer. 

How to deal with the grouchy cus- 
tomer. 

How to deal with the “superior” cus- 
tomer. 

How to deal with the suspicious cus- 
tomer. 

How to deal with the unreasonable 
customer. 

How to deal with the talkative cus- 
tomer. 

How to show courteous interest. 
How to show intelligent interest. 
How to control patience and good 
temper despite disagreeable cus- 
tomers. 

How to remember names and faces. 
How to handle two customers at 
once. 

How to keep merchandise-wise. 
How to care for stock. 

How to locate stock quickly. 

How to open the sale. 

How to find out what the customer 
wants. 

How to interest the customer in a 
piece of merchandise. 

How to show the merchandise effec- 
tively. 

How to show the right amount of 
merchandise. 


. How to stress the features, talking 


points, or values. 


. How to find the talking points in the 


goods. 


. How to apply the talking points to 


the customer. 


. How to state your talking points. 

. How to mention price. 

. How to meet objections. 

. How to meet the objection, “It’s 


cheaper at other stores.” 


. How to meet the objection, “This is 


more than I want to pay.” 


. How to meet the objection, “I want 


to think it over.” 


. How to meet the objection, “It is not 


exactly what I want.” 


. How to meet the objection, “I want 


my husband to see it.”’ 


. How to meet the objection, “But I 


wanted something better.” 


. How to meet the objection, “I 


haven’t enough money with me.” 


. How to meet the objection, “I will 


wait until it is marked down.” 


. How to meet the objection, “I am 


looking for a friend.” 


. How to meet the objection, “I want 


to look around before buying.” 


. How to close. 
. How to keep in good humor. 


Emory P. SHAPIRO 


Los Angeles, California 


FEDERAL COURT OPINION 
BASED ON MARKET RESEARCH FINDINGS 


“The results of a public recognition survey 


are admissible to show ‘secondary meaning’.” 
“The results of a public recognition 
survey may properly be relied upon by 
the Court to determine whether or not 
the trade symbol in question has 
achieved a degree of public recognition 
that constitutes ‘secondary meaning’.” 


T 


HE above statements were quoted by 
District Judge Claude McColloch 


from the plaintiff's brief in the case of 
Household Finance Corporation vs. Fed- 
eral Finance Corporation. The Judge 
stated in his opinion that “the said sym- 
bol has acquired a ‘secondary meaning’ 
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in the minds of the public.” 

The case was tried in the United States 
District Court in Arizona. To the best of 
our knowledge, this is the first time the 
results of a public recognition survey re- 
garding a trade symbol have been ac- 
cepted as evidence in a federal court. 

The defendant, Federal Finance Cor- 
poration, had been using a trade symbol 
almost identical to that of the plaintiff, 
Household Finance Corporation. The 
plaintiff, who sought an injunction 
against further use of such trade symbol 
by defendant, based a large part of its 
case on the findings of a public recogni- 
tion survey which was designed and con- 
ducted by an advertising agency. The ac- 
ceptance of the results of such a survey as 
evidence in a federal court is believed to 
- be a significant landmark in marketing 
research. 

It was contended by the plaintiff that 
the defendant had begun use of the letters 
FFC within a circular, shaded field in 
such a way that they bore a close resem- 
blance to the letters HFC as displayed in 
the Household Finance Corporation sym- 
bol, previously adopted. This Household 
Finance Corporation symbol, the plain- 
tiff said, had taken on a meaning beyond 
that of the three initial letters themselves. 

This “secondary meaning,’ it was 
stated, was that the three letters, arranged 
as described, indicated to the public the 
specific services of the Household Finance 
Corporation alone. 

Use of the “deceptively similar” sym- 
bol by another loan company, it was con- 
tended, confused the public and tended 
to damage the property rights represented 
in the good will of the plaintiff com- 
pany. Results of the recognition survey 
were introduced as a major proof of the 
acceptance by the public of the sec- 
ondary meaning described. After learn- 
ing of the many precautions which had 
been taken to eliminate bias and preserve 


objectivity, the court cited the survey and 
said it “showed a recognition of plaintiff's 
symbol by approximately 61 per cent of 
the more than 4,000 persons inter- 
viewed.” 

The court’s decision was that ‘“‘the sym- 
bol has acquired a secondary meaning in 
the minds of the public.” It went on to 
say that ‘the use by the defendant of its 
trade symbol . . . constitutes a violation 
of the property rights of the plaintiff and 
constitutes unfair competition. Plaintiff 
is entitled to an injunction enjoining all 
of the defendants from continuing to use 
the . . . symbol, and from using any 
other trade symbol . . . likely to mis- 
lead any person into believing that in 
dealing with defendant . . . he is deal- 
ing with the plaintiff.” 

This survey was conducted among 
more than 1000 people in each of four 
cities: Philadelphia, Chicago, Detroit, 
and Los Angeles. Interviews were con- 
ducted on at least twenty-three street in- 
tersections in each of these cities. The in- 
tersections had a good geographic scatter 
and included both primary and secondary 
business sections, and residential sections. 
The distribution of the sample compared 
favorably with the cities’ population with 
respect to age, income, occupation, sex 
and race. Of course, every precaution was 
taken to reduce sampling and non-sam- 
pling biases. 

Interviewers stopped and interviewed 
every sixth pedestrian who passed the 
selected intersections while an interview 
was not in progress. The respondents 
were shown cards containing four trade 
symbols: HFC, GE, USS, and L.S./M.F.T. 
(Household Finance Corporation, Gen- 
eral Electric, United States Steel, and 
Lucky Strike). Each respondent was asked 
a series of questions in order to determine 
not only whether he recognized each 
trade symbol, but whether or not he knew 
what type of business each of the com- 


5 
ve 
| 
ty 
F 
x | 
| 
5 Bale 
As 
| 


MARKETING NOTES 


291 


panies represented by the trade symbols 
conducted. The interviewers recorded 
verbatim replies. Care was taken to pre- 
vent bias in the results. This was done by 
limiting correct replies to the HFC trade 
symbol to only two answers. In order for 
an interviewee to be tabulated as one 
that recognized the trade symbol HFC, he 
had to respond with either “Household 
Finance Corporation” or “Household Fi- 
nance Company.” If the respondent made 
any other reply, his answer was tabulated 
either as “doubtful” or “no recognition.” 

A further check on the respondent's 
recognition of the trade symbol was made 
by examining his statement of the type of 
business Household was engaged in. Even 


if he said that HFC stood for Household 
Finance Corporation, this person was dis- 
qualified if he did not correctly state the 
type of loans made by the trade-mark 
owner. 

Those who are interested in the com- 
plete opinion in this case may refer to: 


Household Finance Corp. 
V. 

Federal Finance Corp. 
(District Court Arizona 1952) 
Volume 105 Federal Supplement, 
Page 164 


M. Coss 


Needham, Louis and Brorby, Inc., 
Chicago, Illinois 


yY THE CHICAGO WHOLESALE FRESH FRUIT AND 


His Note is concerned with the past 
Tea present status of the Chicago 
wholesale fresh fruit and vegetable mar- 
ket as a “central market” institution in 
the flow of fresh produce from the farmer 
to the ultimate consumer. Also included 
are comments on the changes in the use of 
the two major transportation facilities 
supplying the market—the railroad and 
the motor truck.* 

The activities of the middlemen cen- 
tered in what is formally known as the 
Chicago South Water Market long have 
been concerned with the two traditional 
functions of a central market. Of primary 
importance is the function of concentrat- 
ing supplies from relatively small and 
widely scattered producers. After this 
concentration, the next step is the disper- 
sion of the accumulated supply through 
primary and secondary wholesale market 


1 Air shipments of fresh fruits and vegetables into 
the Chicago wholesale market are so small they have 
practically no effect on the supply picture. Most air 
shipments flow through non-wholesale channels. 


VEGETABLE MARKET |. 


areas, some located in close proximity, 
but others serving cities hundreds of 
miles distant. 

To determine the changing relative im- 
portance of the Chicago market as a cen- 
tral market in the traditional sense of the 
word, it is necessary to establish a base 
against which to measure the changes in 
the absolute volume of fruits and vege- 
tables handled in the market. In the pe- 
riod beginning in 1938 the number of 
carloads of produce received in the Chi- 
cago market increased by more than fif- 
teen thousand.? However, this fact is of 


? All production data used in this note were com- 
puted from the periodic reports of the Bureau of 
Agricultural Economics, U.S. Department of Agri- 
culture. These reports indicate production volume 
by commodity, state of origin, and by growing sea- 
son. The unit of production varies by commodity 
and all data were reduced to short tons for purposes 
of computing production changes. 

All data concerning the Chicago market were cal- 
culated from the periodic reports of the Chicago 
office of the Fruit and Vegetable Branch, Market 
News Service, Production and Marketing Adminis- 
tration, U.S. Department of Agriculture. Certain 
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little value for the purposes of this analy- 
sis unless certain criteria are established 
in the light of which this and other 
changes can be appraised. Consequently, 
in this note, changes in the volume of ar- 
riving produce (‘‘arrivals’’) are compared 
with the changes in the production of 
fresh fruits and vegetables, while changes 
in the volume of produce dispersed to 
other markets (‘diversions’) are com- 
pared with the changes in the arrivals vol- 
ume. Trends in the use of the major trans- 
portation facilities are determined by 
relating them to total arrivals. 


Relationship Between Arrivals and Pro- 
duction 


During the war years, domestic produc- 
tion of fresh fruits and vegetables reached 
unprecedented peaks. As would be ex- 
pected with this increased volume of pro- 
duction, the quantity shipped through 
normal channels of distribution also in- 
creased. With specific reference to the 
Chicago market, however, the increase in 
the volume of arrivals did not keep pace 
with the increase in production. 

The total United States production of 
all the commodities included in the study 
increased almost sixteen per cent over a 
twelve-year period beginning in 1938, 
while the increase in the arrivals volume 
in Chicago was less than thirteen per 
cent. These aggregate results, however, 
conceal other important changes appar- 
ent when the total figures are divided into 
smaller commodity groups. 

When the thirty-seven commodities 
are divided into four major groups—po- 
tatoes, truck crops, deciduous fruits, and 


statistical adjustments were occasioned by the war- 
time change in the physical quantities loaded into 
railroad freight cars. 

*Only thirty-seven of the ninety-five different 
commodities received in Chicago are included in the 
study. However, these thirty-seven items comprised 
from eighty-four to ninety-four per cent of the total 
receipts. 


citrus fruits—production increases exceed 
arrivals increases in all groups except po- 
tatoes. Since potatoes, white and sweet, 
comprise approximately one-third of the 
total arrivals, any changes in this com- 
modity group have an important effect 
on the total relationship. Thus, if pota- 
toes are excluded from consideration, the 
importance of Chicago as a central mar- 
ket for the other thirty-five major com- 
modities has declined even more than in- 
dicated by the aggregate comparison. 

From the standpoint of producing 
areas, the Western states reported the 
greatest production increases, although 
they were closely followed by the South 
Atlantic group. In these two banks of 
states, as well as in the North Atlantic 
and Southern states, production increased 
more than the Chicago arrivals from 
those areas. Only in the North Central 
group, those states geographically closest 
to Chicago, did the increase in arrivals 
exceed the increase in production. 

A major factor in the declining propor- 
tion of Western-grown produce shipped 
to Chicago was the lack of available trans- 
portation facilities early in World War 
II. Until 1944 the general direction of 
shipment of war supplies was from West 
to East, the result of the staging of troops 
destined for the European and African 
theaters of war. With this general West to 
East movement, there was a reduction in 
the facilities available for the shipment 
of fresh produce in the same direction. 
However, when the scene of military ac- 
tivity shifted to the West Coast, and mili- 
tary food supplies moved in that direc- 
tion, refrigerator cars then became avail- 
able for the West to East movement of 
civilian supplies. Accordingly, from 1945 
to 1947 there was a sharp increase in ar- 
rivals relative to production. However, 
this short trend was reversed after 1947 
and production gains continued to ex- 
ceed the increase in arrivals in Chicago. 
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Relationship Between Arrivals and Di- 
versions 


In general, it can be stated that since 
1938 the proportion of arriving produce 
reshipped to other markets has declined 
from a pre-war average of approximately 
forty-five per cent to the present level of 
around thirty-nine per cent. During 
World War II diversions declined to as 
low as thirty-three per cent of arrivals. 

From the standpoint of those middle- 
men operating in the market, the desira- 
ble situation would be for the proportion 
of arrivals diverted to other markets to 
increase rather than decrease. It can be 
assumed that a volume of produce suffi- 
cient to supply the consumers in the Chi- 
cago area will continue to enter the Mar- 
ket. Any excess of arrivals over this local 
requirement will be diverted to other 
markets. The greater the excess of ar- 
rivals volume over the local needs, the 
more fully utilized would be the physical 
facilities of the Market, and the more 
business would be transacted by those 
middlemen operating as brokers, buying 
agents, and shippers for middlemen in 
other consuming markets. 

With the exception of the potato 
group, the four commodity classifications 
all followed the pattern of change set by 
the total volume relationships. Diversions 
of potatoes fluctuated widely, but at pres- 
ent are at a level higher than in 1938. 

Not only was the general pattern of to- 
tal volume relationships followed by 
three of the four commodity groups, but 
also, with the exception of the North Cen- 
tral states, the changes in the diversion 
percentage for the geographic areas of 
origin also closely followed those set by 
the over-all pattern. The diversion per- 
centages applicable to the North Central 
states have changed little since 1938. 


Analysis of Transportation Services 
The purpose of this section is to ana- 


lyze the changes in the quantities of fresh 
fruits and vegetables entering the Market 
by each of the major transportation me- 
dia, and to determine the effects of such 
changes on the total volume flowing into 
and through the Market. 

In 1938, 108,075 carloads of fresh fruits 
and vegetables arrived in the Chicago 
Market. Of this total, 91.3 per cent ar- 
rived by rail, while the balance, 8.7 per 
cent, arrived by truck. In 1949, however, 
only 84.7 per cent of the total arrivals 
were in rail freight cars, while 15.3 per 
cent arrived by truck. Thus, in twelve 
years rail arrivals increased 6.3 per cent 
while truck arrivals gained 101.5 per 
cent. 

Considering first the total arrivals, 
without regard to commodity groups or 
areas of production, even during the pre- 
war years much business was shifted to 
the trucks from the railroads. The steady 


increase in truck arrivals from 8.7 per 


cent of the total in 1938 to 14 per cent 
of it in 1941 was halted temporarily by 
wartime restrictions on the supply of fuel, 
tires, and automotive equipment and 
thus it was not until 1948 that the per- 
centage of arrivals by truck approached 
the pre-war peak established in 1941. 
However, even though the 1948 percent- 
age was only slightly lower than the 1941 
proportion of truck arrivals, about 1,200 
more actual carloads of produce were 
trucked into the Market in 1948 than in 
1941. By 1949, however, the truck ar- 
rivals percentage had exceeded that of 
any previous year, being 15.3 per cent of 
total arrivals. Furthermore, the absolute 
number of carloads entering the Mar- 
ket by truck was also at an all-time peak. 
Since that time the proportion of truck 
arrivals has continued to increase. 

From a volume standpoint, the South 
Atlantic States have led all other areas in 
the increase in truck shipments. By far 
the largest proportion of this increased 
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movement by truck is the shipment of 
citrus fruits from Florida. The 1949 
truck volume from this area was 3,760 
cars, of which 2,174 were loaded with cit- 
rus fruits. In 1938, only 206 cars arrived 
from the South Atlantic area by truck, 
and none of those contained citrus prod- 
ucts. 

Closely following the South Atlantic 
States in absolute volume increases of 
truck traffic were the South Central and 
North Central regions. The latter area 
supplies by far the largest absolute vol- 
ume of any group of states and, in spite 
of a small percentage increase from 1938 
to 1949, the absolute volume increase 
compared favorably with other areas 
which showed much greater percentage 
gains. 

In addition to evidence pointing to 
greatly increased distances over which 
truck shipments move into the Chicago 
Market, there is also evidence that the use 
of trucks is spreading into all commodity 
groups. During the pre-war years, trucks 
were used primarily for moving truck 
crops and non-citrus fruits, those two 
commodity goups accounting for ninety- 
four per cent of the truck arrivals, al- 
though they accounted for only sixty- 
four per cent of total arrivals. By 1949, 
however, the two groups accounted for 
only 78.9 per cent of truck arrivals, while 
they still made up more than 62 per cent 
of total arrivals. The citrus fruit group 
showed the greatest gains during the pe- 
riod, increasing from 0.4 per cent of the 
truck arrivals in 1939 to 14.4 per cent in 
1949. Most of this increase came during 
1948 and was in response to the increased 
freight rates which affected Florida citrus 
shippers so adversely. 


The conclusions that can be drawn 
from the foregoing discussion of the two 
major types of transportation and their 
changing importance in the supplying of 
the South Water Market are clear. There 
has been a definite and substantial in- 
crease in the proportion of Chicago ar- 
rivals moved by truck, in contrast to the 
decline in the proportion entering the 
Market by rail. This increase has come, 
in large part, from areas that are more 
than one day’s travel time from the Mar- 
ket. This characteristic of the current 
trucking situation emphasizes the in- 
creased use of trucks for other than purely 
local hauling. Further, commodities that 
are now carried by truck are more varied 
than was the case before World War II. 
The major expansion has been in the cit- 
rus fruit group, especially Florida cit- 
rus, and can be attributed, in part, to 
rail freight rate increases. 

The use of trucks offers many advan- 
tages to shippers, especially those who 
are interested in developing new markets 
that cannot handle full freight carlots of 
produce. However, some shippers would 
prefer to use the rail facilities because of 
the greater orderliness of the marketing 
procedures which results from the wealth 
of information available concerning rail 
shipments, arrivals, and unloads in the 
major shipping and receiving markets. 
There appears to be little doubt that the 
use of trucks for moving fresh fruits and 
vegetables will expand with the develop- 
ment of better equipment specifically de- 
signed to handle perishable commodities. 


J. D. BUTTERWORTH 
Indiana University 
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A PROBLEM OF INTERPRETATION IN SURVEY RESULTS 


HE purpose of this Note is to call at- 
twee to a possibility of misinter- 
pretation that may arise in the answers to 
certain types of questions which ask re- 
spondents to report how their opinions 
have changed over a period of time. 

For convenience, this type of question 
may be called a “hark-back” question. 
For example: “Compared with a year 
ago, do you think that ——— is better now, 
worse now, or about the same?” This 
kind of question is sometimes asked 
where bench mark data are not available, 
but where it is desired to get some indica- 
tion of changes in thinking over a period 
of time. Also, the question may be asked 
in successive studies as a check on trend 
questions, or to cover different facets of 
the problem under study. 

As will be demonstrated, the answers 
to a hark-back question are likely to pre- 
sent a more favorable picture of the pres- 
ent situation than would the answers to 
actual rating questions in two or more 
trend surveys. Thus a hark-back ques- 
tion, by itself, is likely to give misleading 
results if one is interested in measuring 
changes in attitudes over a period of 
time. 

The examples given in this note are 
from studies in employee attitudes and 
industry public relations. However, the 
principle brought out has applications in 
many phases of marketing research, such 
as product testing. 


Example No. 1 


Two employee attitude surveys were 
taken, in 1949 and 1951, in a plant mak- 
ing machine tools. Virtually all of the ap- 
proximately 700 employees were person- 
ally interviewed in each survey. Here is 
the hark-back question asked: 


“Right now, do you feel that the 
company is better, or worse, as a 
place to work than a couple of years 
ago?” 


1951 
Survey 
Better now 429% 
Worse 3 
About the same 39 
No opinion 16 


From the answers to this question it 
would appear that worker satisfaction 
must have been higher at the time of the 
second survey than two years earlier. 

However, by the time of the second 
survey, trend data were available which 
indicate clearly that worker satisfaction 
was at very nearly the same level as at the 
time of the first survey. 


“How would you rate your com- 
pany as a place to work compared 
with other companies in this city?” 


1951 1949 
Survey Survey 

Excellent 32% 357% 
Good 48 46 
Average 16 17 
Poor a 
Very poor 
No opinion 4 2 


* Less than 14%. 


It is possible that some people voted 
“Good,” for example, in each survey, and 
still considered the company a better 
place to work than two years ago. It seems 
unlikely, however, that this would hap- 
pen on a large scale. Statistically, one 
would expect an upgrading in the actual 
ratings if there is a balance of opinion on 
the side of “Better now.” 

It is also possible that the employees 
in this example feel that their company 
is better than two years ago, but holds 
the same position relative to others in 
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the community because all companies in 
the community have improved. Again, it 
seems unlikely that any large propor- 
tion of people would reason in this way. 
So we are confronted with the paradox 
that the hark-back question indicates an 
improvement in attitudes while the ac- 
tual ratings indicate no improvement. 


Example No. 2 


This example is from a national sur- 
vey on public attitudes toward a basic 
service industry. The samples consist of 
approximately 1500 members of the gen- 
eral public selected according to quota 
methods. The subgroups analyzed in the 
tables below represent approximately 400 
people in each survey who say they have 
recently been customers of this industry. 


195% 1950 
Survey Survey 
Employees of this industry today are: 
More accommodating than a year 
ago 29% — 
Less accommodating 9 _ 
About the same 49 —_ 
No opinion 13 _ 
In recent dealings with employees 
of this industry: 
Felt that most employees made 
an effort to please the public 81% 84% 
Noted something that furnished 
grounds for criticism 12 10 
No opinion 7 6 


Again the survey results at two points 
in time contradict the results of the hark- 
back question. 


Example No. 3 


This last example provides annual 
trend data over a five-year period. The 
surveys deal with employee attitudes in 
a small company engaged in a white col- 
lar operation. Virtually all employees in 
this company are represented in each sur- 
vey. The interviews are self-administered. 


Year of Survey 


1951 1950 1949 1948 1947 
Company compared with 


a year ago: 
Better now 22% 44% 21% 46% 50% 
Worse 10 2 26 5 6 
Same 41 30 $9 35 16 
No opinion; not here 
a year ago 27 24 14 14~— 28 


Rating of company com- 
pared with others known 


about: 
One of the very best 24% 44% 20% 41% 34% 
Above average 31 36 35 39 36 
About average 33 18 35 15 27 
Below average 4 2 5 ° 1 
One of the very worst 0 © ©O 2 Oo 
No opinion 8 o 5 3 2 


In each year but one (1949), opinions 
that the company is better than a year 
ago outweigh those that it is worse—yet 
the actual ratings made each year do not 
show steady improvement. In 1949, the 
comparison with a year ago is only 
slightly toward the unfavorable side, yet 
the actual ratings show a marked drop 
from the preceding year. Again, in 1951, 
the hark-back question suggests an im- 
provement in attitudes, but the rating 
question shows that opinions have actu- 
ally worsened. In general, it may be said 
that the hark-back question shows a con- 
sistent bias toward the side of recent ira- 
provement. 


Another Type of Hark-Back Question 


If a company succeeds in improving 
conditions over a period of years until it 
is at a high plateau, the votes for “Same 
as a year ago” should rise to a peak and 
stay there. Likewise, the votes for “Bet- 
ter than a year ago” should tend to drop 
off. Such a finding should not, of course, 
be interpreted unfavorably. Logically, 
the more improvement that has been 
made, the harder for people to note ad- 
ditional improvement. 

To throw light on the nature of the 
“Same” vote in Example No. 3, a fol- 
low-up question was asked in the last 
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two surveys. People who said _ they 
thought the company about the same as a 
year ago were asked whether their opin- 
ion a year ago was favorable or unfavora- 
ble. Here are the results: 


195 1950 
Survey Survey 

Those who said they thought com- 

pany the same as a year ago 4170 30% 
Favorable a year ago 31% 22% 
Unfavorable ° 6 
In between 6 2 
Don’t remember 4 o 


This follow-up question appears to 
throw a favorable light on the “Same” 
vote. No data are available to indicate 
whether this type of question has a fa- 
vorable bias in it, but it appears possible 
that such is the case. 


What Goes on Here? 


From the data available we can only 
speculate as to what may be happening 
when people answer a hark-back ques- 
tion. However, a few observations are in 
order. 

It is worth noting, first, that in the ex- 
amples given the bias is favorable to the 
present situation. People express satisfac- 
tion with the here and now: the good old 
days were not so good. 

A possible explanation of this favora- 


ble bias is that a hark-back question meas- 
ures not only attitudes toward the spe- 
cific issue Uuder study but also general 
attitudes toward life. This explanation 
appears reasonable if it is granted that a 
hark-back question is less objective than 
an actual rating question, and that many 
people do have a generally optimistic 
outlook. Possibly psychological testing of 
respondents carried out in connection 
with a survey employing the hark-back 
technique might throw light on this hy- 
pothesis. 

It seems possible that if the rating 
questions showed a great deal of dissatis- 
faction, the hark-back question might 
show a bias unfavorable to the present 
situation. If such a negative bias were 
found, one might conclude that a hark- 
back question gives pessimists as well as 
optimists an opportunity to exaggerate. 
No examples of negative bias are availa- 
ble at this writing, so this line of reason- 
ing cannot be tested. 

In any event, it would seem that the 
hark-back question is best employed to 
measure overtones of feeling at the mo- 
ment, and not to measure trend. 


ALBERT WESTEFELD 


Opinion Research Corporation 
Princeton, New Jersey 
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MARKETING RESEARCH IS MORE 
THAN SURVEYS 


One way to examine progress in mar- 
keting research is to compare the first 
textbooks with more recent ones. Proba- 
bly one is impressed most by the striking 
developments made in survey techniques 
(sampling, interviewing, tabulating, etc.). 
Recent books reflect this progress as they 
give more and more attention to survey 
methods. This trend toward increased 
emphasis on surveys may, in some re- 
spects, be undesirable. 

Approximately two-thirds of the total 
pages of seven recent marketing research 
texts (published within the last ten years) 
are devoted to survey techniques. Other 
tools of the researcher or other applica- 
tions of research are relegated to a minor 
role or even omitted. Yet the titles of 
these books imply a broad coverage of the 
field: Basic Methods in Marketing Re- 
search, Market and Marketing Analysis, 
Marketing Research (two), Marketing 
Research Practice, Marketing and Distri- 
bution Research, and Principles of Mar- 
ket Research.1 The recent emphasis on 
surveys is in sharp contrast to early treat- 
ments of the subject. C. S. Duncan’s Com- 
mercial Research? (1921) had only a few 
pages relating to survey techniques. Over 
half his book developed the subject of 
business-record analysis. Record analysis 
and other subjects have given way in 
textbooks to survey methods. In business, 
however, non-survey research remains im- 

+ The proportions of these books devoted to survey 
techniques average 61 per cent, ranging from 38 to 
80 per cent. 


2C, J. Duncan, Commercial Research (New York: 
The Macmillan Company, 1921). 
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portant. Recent books lead one to believe 
that marketing research is survey re- 
search, little more. 

The analysis of business records is still 
very much a part of marketing research. 
Certainly we do not know all we should 
about it. Still, only two of the recent text- 
books (Heidingsfield and Blankenship, 
and Delens*), devote a chapter to the sub- 
ject. Most others merely mention busi- 
ness records as a source of data. The ear- 
lier books excelled on this subject. A. W. 
Shaw (1915) saw tremendous potential in 
business-record analysis. He pleaded for 
standardization and accessibility of data, 
two problems still prevalent today. Dun- 
can (1921) defined commercial research 
as “‘the making of a careful and compre- 
hensive analysis of business facts.”> He 
went on to point out that “while every- 
thing is not grist that comes to the mill, 
far more of the facts which are today 
readily accessible might be used to ad- 
vantage by the businessman.’® Is not 
this true in 1953? 

Vergil D. Reed (1929) noted that one 
reason for research failures was the lack 
of “an internal survey and a basic analy- 
sis.”"? Few today would disagree. Willard 
Fox is a recent author in full agreement: 
“Moreover, the essential surveys . . . can 

*M. S. Heidingsfield and A. B. Blankenship, Mar- 
ket and Marketing Analysis (New York: Henry Holt 
and Company, 1947); A. H. R. Delens, Principles of 
Market Research (London: Crosby Lockwood & Son, 
Ltd., 1950). 

*A. W. Shaw, Some Problems in Market Distribu- 


tion (Cambridge: Harvard University Press, 1915) 


p- 2. 

* Duncan, op. cit., p. 16. 

* Ibid., p. 59. 

*Vergil D. Reed, Planned Marketing (New York: 
The Ronald Press Company, 1929), p. 109. 
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be much more limited in extent and cost 
than they could be if these other kinds of 
market research from internal records 
were omitted or done superficially.’’® 
Duncan’s statement of 31 years ago bears 
a striking resemblance: ‘““Commercial re- 
search, like charity, begins at home, and 
the very first step which any manufac- 
turer or merchant should take is to be- 
come better acquainted with his own 
business.’”® 

The “oldsters” seemed to have a good 
conception of the role of marketing re- 
search. Sprinkled throughout the early 
literature are statements which attest to 
their understanding. Wm. J. Reilly 
(1929) indicated that two of the greatest 
needs of marketing research were: “(1) a 
development of scientific methods for 
gathering and interpreting market infor- 
mation, and (2) emphasis upon the study 
of the more fundamental problems of 
marketing.’’?° The first need mentioned 
by Reilly has received attention from all 
quarters. The second will probably be 
with us always. Another problem which 
has vexed the researcher for 30 years or 
more is that of communication. Reed rec- 
ognized this years ago: “The value of a 
market survey does not lie, as many man- 
ufacturers seem to think, in collecting a 
great compendium of facts to be locked 
away in the company safe.’’!? Somehow 
management must recognize the applica- 
tion of the research findings and base its 
decisions upon facts, not prejudices. 

The early writers grasped the inter- 
disciplinary character of marketing re- 
search. For example, Duncan foresaw the 
need for psychologists.” Reilly hoped for 
better statistical methods, quoting R. A. 

* Willard Fox, How to Use Market Research for 
Profit (New York: Prentice-Hall, Inc., 1950), p. 15. 

* Duncan, op. cit., p. 85. 

*” William J. Reilly, Marketing Investigations (New 
York: The Ronald Press Company, 1929), p. 213. 


* Reed, op. cit., p. 102. 
* Duncan, op. cit., p. 13. 


Fisher: “An answer with an uncertain 
margin of error is no answer at all.’’!% 
Shaw brought in the economist: “If the 
businessman looks to economic theory 
for guidance, he may find generalizations 
which give a sense of directions.”** Many 
other references could be made in an ef- 
fort to point out that the early writers 
grappled with many of our problems. 
Furthermore they possessed a real under- 
standing of the role of research in the 
economy. 

The economic contributions men- 
tioned by Shaw are not stressed in most 
recent texts. Pricing, distribution cost 
analysis, demand analysis, and expansion 
problems are subjects which surely de- 
serve more adequate treatments. What 
is the relation of the whole problem of 
market analysis to the guidance of eco- 
nomic activity?!5 Or a more specific ques- 
tion, can input-output studies be of help 
to the individual firm? Economic ques- 
tions such as these are for the most part 
left unanswered in recent books. 

Brief references to applications of mar- 
keting research are now usually made in 
one general chapter. Here the reader is 
told, in capsule form, of the types of mar- 
keting research he might perform some 
day. In sharp contrast to recent texts 
(Brown’s’® excluded) the older books of- 
ten included sections or chapters on com- 
munity, industrial, retail, wholesale, and 
even foreign marketing research. The 
wholesaler and retailer are seldom men- 
tioned in today’s texts. Duncan thought 
that “in the field of the regular retailer 
there is the greatest need for a more com- 
plete knowledge of business practice.”’!? 

* Reilly, op. cit., p. 167. 

* Shaw, op. cit., p. 2. 

* This question appeared in C. S. Duncan, Mar- 
keting, Its Problems and Methods (New York: D. Ap- 
pleton Company, 1920), p. $14. 

*L. O. Brown, Marketing and Distribution Re- 
search (New York: The Ronald Press Company, 


1949). 
** Duncan, Commercial Research, p. 79. 
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MARKETING RESEARCH IS MORE 
THAN SURVEYS 


One way to examine progress in mar- 
keting research is to compare the first 
textbooks with more recent ones. Proba- 
bly one is impressed most by the striking 
developments made in survey techniques 
(sampling, interviewing, tabulating, etc.). 
Recent books reflect this progress as they 
give more and more attention to survey 
methods. This trend toward increased 
emphasis on surveys may, in some re- 
spects, be undesirable. 

Approximately two-thirds of the total 
pages of seven recent marketing research 
texts (published within the last ten years) 
are devoted to survey techniques. Other 
tools of the researcher or other applica- 
tions of research are relegated to a minor 
role or even omitted. Yet the titles of 
these books imply a broad coverage of the 
field: Basic Methods in Marketing Re- 
search, Market and Marketing Analysis, 
Marketing Research (two), Marketing 
Research Practice, Marketing and Distri- 
bution Research, and Principles of Mar- 
ket Research.1 The recent emphasis on 
surveys is in sharp contrast to early treat- 
ments of the subject. C. S. Duncan’s Com- 
mercial Research? (1921) had only a few 
pages relating to survey techniques. Over 
half his book developed the subject of 
business-record analysis. Record analysis 
and other subjects have given way in 
textbooks to survey methods. In business, 
however, non-survey research remains im- 
1 The proportions of these books devoted to survey 
techniques average 61 per cent, ranging from 38 to 
80 per cent. 


7C, J. Duncan, Commercial Research (New York: 
The Macmillan Company, 1921). 
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portant. Recent books lead one to believe 
that marketing research is survey re- 
search, little more. 

The analysis of business records is still 
very much a part of marketing research. 
Certainly we do not know all we should 
about it. Still, only two of the recent text- 
books (Heidingsfield and Blankenship, 
and Delens*), devote a chapter to the sub- 
ject. Most others merely mention busi- 
ness records as a source of data. The ear- 
lier books excelled on this subject. A. W. 
Shaw (1915) saw tremendous potential in 
business-record analysis. He pleaded for 
standardization and accessibility of data, 
two problems still prevalent today. Dun- 
can (1921) defined commercial research 
as “the making of a careful and compre- 
hensive analysis of business facts.’”> He 
went on to point out that “while every- 
thing is not grist that comes to the mill, 
far more of the facts which are today 
readily accessible might be used to ad- 
vantage by the businessman.’’® Is not 
this true in 1953? 

Vergil D. Reed (1929) noted that one 
reason for research failures was the lack 
of “an internal survey and a basic analy- 
sis.”"? Few today would disagree. Willard 
Fox is a recent author in full agreement: 
“Moreover, the essential surveys . . . can 

*M. S. Heidingsfield and A. B. Blankenship, Mar- 
ket and Marketing Analysis (New York: Henry Holt 
and Company, 1947); A. H. R. Delens, Principles of 
Market Research (London: Crosby Lockwood & Son, 
Ltd., 1950). 

*A. W. Shaw, Some Problems in Market Distribu- 
tion (Cambridge: Harvard University Press, 1915) 

2. 
* Duncan, op. cit., p. 16. 

* Ibid., p. 59. 

*Vergil D. Reed, Planned Marketing (New York: 
The Ronald Press Company, 1929), p. 109. 
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be much more limited in extent and cost 
than they could be if these other kinds of 
market research from internal records 
were omitted or done superficially.’® 
Duncan’s statement of 31 years ago bears 
a striking resemblance: “Commercial re- 
search, like charity, begins at home, and 
the very first step which any manufac- 
turer or merchant should take is to be- 
come better acquainted with his own 
business.” 

The “oldsters” seemed to have a good 
conception of the role of marketing re- 
search. Sprinkled throughout the early 
literature are statements which attest to 
their understanding. Wm. J. Reilly 
(1929) indicated that two of the greatest 
needs of marketing research were: “‘(1) a 
development of scientific methods for 
gathering and interpreting market infor- 
mation, and (2) emphasis upon the study 
of the more fundamental problems of 
marketing.’’?° The first need mentioned 
by Reilly has received attention from all 
quarters. The second will probably be 
with us always. Another problem which 
has vexed the researcher for 30 years or 
more is that of communication. Reed rec- 
ognized this years ago: “The value of a 
market survey does not lie, as many man- 
ufacturers seem to think, in collecting a 
great compendium of facts to be locked 
away in the company safe.”!! Somehow 
management must recognize the applica- 
tion of the research findings and base its 
decisions upon facts, not prejudices. 

The early writers grasped the inter- 
disciplinary character of marketing re- 
search. For example, Duncan foresaw the 
need for psychologists.” Reilly hoped for 
better statistical methods, quoting R. A. 

® Willard Fox, How to Use Market Research for 
Profit (New York: Prentice-Hall, Inc., 1950), p. 15. 

* Duncan, op. cit., p. 85. 

” William J. Reilly, Marketing Investigations (New 
York: The Ronald Press Company, 1929), p. 213. 


* Reed, op. cit., p. 102. 
* Duncan, op. cit., p. 13. 


Fisher: “An answer with an uncertain 
margin of error is no answer at all.’’!% 
Shaw brought in the economist: “If the 
businessman looks to economic theory 
for guidance, he may find generalizations 
which give a sense of directions.’’* Many 
other references could be made in an ef- 
fort to point out that the early writers 
grappled with many of our problems. 
Furthermore they possessed a real under- 
standing of the role of research in the 
economy. 

The economic contributions men- 
tioned by Shaw are not stressed in most 
recent texts. Pricing, distribution cost 
analysis, demand analysis, and expansion 
problems are subjects which surely de- 
serve more adequate treatments. What 
is the relation of the whole problem of 
market analysis to the guidance of eco- 
nomic activity??5 Or a more specific ques- 
tion, can input-output studies be of help 
to the individual firm? Economic ques- 
tions such as these are for the most part 
left unanswered in recent books. 

Brief references to applications of mar- 
keting research are now usually made in 
one general chapter. Here the reader is 
told, in capsule form, of the types of mar- 
keting research he might perform some 
day. In sharp contrast to recent texts 
(Brown’s?® excluded) the older books of- 
ten included sections or chapters on com- 
munity, industrial, retail, wholesale, and 
even foreign marketing research. The 
wholesaler and retailer are seldom men- 
tioned in today’s texts. Duncan thought 
that “in the field of the regular retailer 
there is the greatest need for a more com- 
plete knowledge of business practice.’’?? 

* Reilly, op. cit., p. 167. 

* Shaw, op. cit., p. 2. 

* This question appeared in C. S. Duncan, Mar- 
keting, Its Problems and Methods (New York: D. Ap- 
pleton Company, 1920), p. 314. 

“LL. O. Brown, Marketing and Distribution Re- 
search (New York: The Ronald Press Company, 


1949). 
** Duncan, Commercial Research, p. 79. 
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Where in recent books can you find good 
discussions of merchandise pretesting, 
trade area delineation, and charge-ac- 
count and_ returned-goods analyses? 
Surely today’s retailers are in need of “a 
more complete knowledge,’ just as they 
were in 1921. 

There are, of course, many aspects of 
research that were neither developed 
earlier nor more recently. Experimental 
methods, for one, are in their infancy in 
so far as marketing research is concerned. 
Perhaps the same persons who have en- 
thusiastically attacked survey problems 
will some day apply their efforts to the 
development of experimental techniques. 
We consider ourselves scientists—social 
scientists—why not work on this scientific 
problem? Not everyone, however, is will- 
ing to call us scientists. One writer re- 
marks: “The most alarming scientists, 
naturally, are the worst—the social sci- 
entists.’” He continues, “Market research 
is, of course, a commonplace, and repre- 
sents the harmless and even beneficial 
type of social research.”!* The develop- 
ment of experimental techniques may be 
one way to refute Mr. Standen’s remarks. 

Neither the early writers nor the re- 
cent writers have given us adequate 
schooling in the matter of analyzing data 
and perhaps it is impossible to do so. 
Analysis is too often the weak link in the 
research chain. A German social scientist 
recently expressed his feelings to me in 
this regard: ““We often have all kinds of 
data but we go ahead and make surveys. 
Neither the data already at hand nor the 
survey data collected are properly ana- 
lyzed.” Certainly there is room for im- 
provement in analysis, both here and 
abroad. 

Although one is impressed favorably 
by some of the old literature on market- 

* Anthony Standen, Science Is a Sacred Cow (New 


York: E. P. Dutton Company, 1950), p. 212 and p. 
216, 


ing research, he is struck by the naivete 
about survey methods. The treatment of 
sampling is nil. There is no discussion 
about audimeters, scaling techniques, or 
tape recording of interviews for example. 
Undoubtedly, this lack of knowledge of 
survey methods is one reason the early 
authors discussed internal and retail re- 
search in lieu of surveys. Perhaps it is the 
reason they looked upon “the functions 
of the questionnaire and the interview as 
supplementary.”?® We are now infinitely 
more informed on survey methodology. 
We have learned much from economists, 
psychologists, sociologists, statisticians 
and others. But we have not, as evidenced 
at least by recent textbooks, improved 
materially our non-survey methods. The 
30-year old books still excel for some of 
these subjects. 

In order to cover the field of marketing 
research (using recent texts), one must 
read several “‘basic” books. He might se- 
lect Parten®® for opinion analysis, Heid- 
ingsfield and Blankenship for internal re- 
search, Brown for sales analysis, Hobart?* 
for advertising, Bradford*? for industrial 
applications, Lorie and Roberts?’ for sci- 
entific methods, and Luck and Wales** 
for product research. To learn survey 
techniques any one of the above is ade- 
quate. Since there is more to marketing 
research than surveys, however, a modern 
book on this subject should treat of non- 
survey techniques as well. 

RosBeErT J. HOLLOWAY 

University of Minnesota 

* Percival White, Market Analysis (New York: Mc- 
Graw-Hill Book Company, 1925), p. 24. 

* Mildred Parten, Surveys, Polls & Samples (New 
York: Harper and Brothers, 1950). 

D. M. Hobart, Marketing Research Practice (New 
York: The Ronald Press Company, 1950). 

Ernest S. Bradford, Marketing Research (New 
York: McGraw-Hill Book Company, 1951). 

= James H. Lorie and Harry V. Roberts, Basic 
Methods of Marketing Research (New York: Mc- 
Graw-Hill Book Company, 1951). 


* David J. Luck and Hugh G. Wales, Marketing 
Research (New York: Prentice-Hall Inc., 1952). 
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Research completed and in progress is 
classified in this section under the list of 
general headings given below. Individual 
items are designated by the number of the 
general class into which they fall and, also, 
by aserial number within the class. 

Readers interested in securing copies of 
the publications mentioned in the follow- 
ing pages should address their requests to 
the respective publishers—THE JOURNAL does 
not have copies for sale or distribution. 

Members of the American Marketing As- 
sociation who are engaged in significant 
pieces of marketing research are urged to 
submit items to the Editor of this section. 


List oF GENERAL HEADINGS 


. Advertising 

. Selling—Personal 

. Industrial Marketing 

. Marketing Farm Products 

. Marketing Minerals 

. Marketing Services 

. Producers’ Marketing of Consumer 
Goods 

. Product Analysis 

g. Consumer Studies 

10. Cost of Marketing 

11. Foreign Trade 

12. Cooperative Marketing 

13. Credit—Mercantile and Retail 

14. Retailing 

15. Transportation 

16. Warehousing 

17. Wholesaling 

18. Federal, State, Local Regulation 

19. Taxation 
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20. Marketing Theory 

21. Prices and Price Policies 
22. General Market Statistics 
23. Market Area Studies 

24. Research Technique 

25. Markets—Specific Products 
26. Miscellaneous 


1. ADVERTISING 


1.1 Variations In Unit Ad Costs For Cars 
Shown. Al Stephanides, Advertising 
Age, July 14, 1952. [R.M.C.] 

In the lowest price field, the advertising 
cost per car has gone steadily down from 
1949 to 1951, except for Plymouth which has 
stayed at about the same level, and Willys. 
It cost Chevrolet only $5.45 in factory-placed 
advertising in major media to sell its auto- 
mobiles. The figures for Ford and Plymouth 
for the same year were $6.28 and $8.09 re- 
spectively. On the other hand the advertising 
cost per car in all but the lowest price field 
has gone steadily up, except for Cadillac. In 
contrast with the low per car cost achieved 
by Chevrolet, Lincoln spent $70.60 and 
Packard $44.09 per car in 1951. 

These figures and others were developed 
by matching registration figures for passen- 
ger cars against published figures showing 
expenditures (for space or time only) in na- 
tional magazines, newspapers, certain Sun- 
day magazines and supplements, national 
farm publications, network radio and tele- 
vision. Only new car advertising specifically 
related to a particular make of car is in- 
cluded. Not included is truck, institutional, 
dealer or cooperative advertising expendi- 
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tures. Omitted because data were unavail- 
able are expenditures for such items as out- 
door, spot radio and television, cost of talent, 
direct mail, dealer-help material and com- 
pany published consumer magazines. 


1.2 Cigaret Makers’ Ad Costs Vary Widely. 
Robert Murray, Jr., Advertising Age, 
July 7, 1952. [R.M.c.] 

Advertising cost per million cigarettes sold 
for the four leading brands of cigarettes in 
1940 and 1951 increased over each previous 
year, with one exception, according to this 
study of expenditures in magazines, news- 
papers, Sunday sections, network radio and 
television, and farm magazines. Cost per 
million cigarettes sold by the four leaders 
ranged from $92 to $139 in 1949; $99 to $214 
in 1950; and $115 to $217 in 1951. Lucky 
Strike had the lowest and Philip Morris the 
highest cost per million in each of the three 
years. 

The highest advertising cost found was 
$2,366 per million cigarettes, which is 47 
cents per carton, for Cavalier in 1951. Other 
high advertising cost cigarettes in 1951 were 
Fatima, $1,358, and Embassy $1,290. 

The cumulative effect of advertising as 
well as the possible importance of a time lag 
must be considered, in analyzing advertis- 
ing expenditures for newcomers and brands 
which have had irregular advertising sup- 
port. The claims made by some of the ciga- 
rette manufacturers do not agree with Busi- 
ness Week’s sales estimates used in this 
study. 


1.3 The Lasker Story ... As He Told It. 
Advertising Age, July 7 to October 20, 
1952 (inclusive). [R.M.C.] 

Here is a contribution to advertising his- 
tory by one of the foremost advertising men 
of the past half century, A. D. Lasker, former 
head of Lord & Thomas. The material pre- 
sented reviews his own career, the advertis- 
ing business in general, and his ideas on 
how it should be conducted. It is taken from 
a stenographic report of a talk made to his 
staff in 1925. 


2. SELLING—PERSONAL 


2.1 Successful Sales Techniques. J. M. Hick- 
erson, Harvard Business Review, Sep- 
tember-October, 1952. [E.D.] 


Misconceptions of salesmen range from 
the notion that successful salesmen are rare 
individuals born with natural qualities of 
glibness and smooth talk to the idea that 
salesmanship is a science. While there are 
unanswerable questions regarding selling, 
the experience of successful salesmen does 
point up object lessons by indicating the 
fundamentals involved in meeting sales 
situations rather than ready-made _tech- 
niques. Some of the aspects of successful 
selling are detailed and illustrated by stories 
from the book, How I made the Sale that 
Did the Most for Me. These include ana- 
lyzing the sales problem, learning the cus- 
tomer’s point of view, preparing for the 
sales conference, knowing the market, long- 
term planning of contacts and associations, 
creating confidence and receptivity, using 
discrimination, and making a friendly im- 
pression. Making the sale involves captur- 
ing attention, helping the prospect make a 
decision,‘and letting the prospect sell him- 
self. To the value of all of the points learned 
from others’ experiences must be added the 
value to the salesman of actual selling ex- 
perience. 


4. MARKETING FARM PRODUCTS 


4.1 Eating Places As Marketers of Food Pro- 
ducts by Lester C. Sartorius, with col- 
laboration of Marguerite C. Burk, 
Marketing Research Reports, No. 3, 
1952. (Washington: Bureau of Agri- 
cultural Economics, Department of 
Agriculture) [C.H.s.] 


This publication reports the results of a 
pilot study of eating places in Minneapolis 
and Fairmont, Minnesota. Eighteen percent 
of the food supply for Minneapolis was mar- 
keted by eating places, institutions, and 
other large-scale feeding establishments, as 
was 16.5 percent of that for Fairmont, a 
small city. Eating places often require extra 
services of their suppliers in the form of 
specific quantities of particular items and 
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frequent deliveries to reduce the need for 
carrying large inventories. For these and 
other services they tend to pay a little more 
than the wholesale price quoted to retailers, 
but less than the regular retail price paid by 
consumers. Many small firms buy at retail 
stores, because of their small volume of pur- 
chases of non-staple items. Also, this practice 
affords them greater flexibility in meeting 
meal-to-meal requirements. 

Charges made for labor and capital often 
equal or exceed the cost of the food ma- 
terials. Food costs of 20 Minneapolis firms 
averaged 44 percent of the total sales value 
in 1949. 

In Minneapolis and Fairmont, a larger 
proportion of consumer expenditures for 
food goes for meats, poultry and fish in pub- 
lic eating places than in retail food stores 
for home consumption. 


4.2 Boston: Hub of World’s Wool. Business 
Week, July 19, 1952. [R.M.C.] 

The structure, practices and trends in 
wool marketing are presented in this article. 
Interesting highlights are: (1) the increased 
importance of the futures market and (2) 
the increased importance of Boston as a 
wool market in spite of the fact that now 
only about 60 per cent of the nation’s 
woolen and worsted looms are within a 350- 
mile radius of that city as contrasted with 
95 per cent some go years ago. 


9. CONSUMER STUDIES 


9.1 The Basic Relationships in Consumer Ex- 
penditure Behavior. Warren J. Bilkey. 
Harvard Studies in Marketing Farm 
Products, No. 4-H. (Cambridge: Har- 
vard University, October, 1951. 66 


pp-) [E-p.] 

This exploratory study was designed to 
examine, to qualify, and to delineate syste- 
matically factors which affect consumer be- 
havior. It is preliminary to the development 
of a complete and integrated theory of con- 
sumer behavior which both the utility and 
preference analyses fail to provide. Previous 
studies (principally by social psychologists 
and economists) have concentrated upon 


particular factors which influence expendi- 
ture patterns: biologically based needs, 
drives, and instincts; socio-cultural environ- 
ment; institutional-availability situation; 
and “immediate” influences. Hypotheses 
from the literature are detailed. These four 
influences affect consumer behavior through 
their independent and joint action. 

Thirty Boston families were interviewed 
intensively in an effort to study “immedi- 
ate” influences. From these interviews was 
developed the concept of the consumer as 
a going concern. Consumer behavior is in- 
fluenced by past experiences, past commit- 
ments, habits, current income, current 
prices, expectations, and goals. The utility 
and preference theories of consumer be- 
havior fail to include all of the forces which 
influence consumer behavior and _ lead, 
therefore, to erroneous conclusions. The 
author employs the vector hypothesis in an 
attempt to integrate the theory of consumer 
behavior. Its elements include the disburse- 
ment pattern, purchasing decisions, psychic 
conflict, and rigidities. These forces or fac- 
tors are related through a model. 


9.2 You Can’t Buy Brand Loyalty with Deals. 
Harold E. Green, Printers’ Ink, Au- 
gust 29, 1952. [R.M.C.] 

A special study of the amount of brand 
loyalty gained by special deals indicates that 
strong consistent advertising and merchan- 
dising, product merit, and sound pricing 
are the best means of increasing brand 
loyalty. On the other hand, cut-price cou- 
pons, special price offers, box tops, and other 
attractive sales come-ons do not insure the 
continued loyalty of the individual pur- 
chasers. But deals have value as strategic 
marketing tools with broad tactical uses 
other than buying brand loyalty. Those in- 
terested in knowing more about the increas- 
ing usage of deals and some of the problems 
involved will find value in this article based 
upon data obtained from the Chicago Tri- 
bune Consumer Panel Study, which con- 
sisted of two main phases: 


“(1) A detailed study of deals purchased 
by the 576-family panel in selected grocery 
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and household product categories, for each 
2-month period from January 1951 through 
April 1952. 

(2) A special 107-family study of what 
happens in each family after a specific brand 
has been purchased on a deal, May 1951 
through April 1952.” 


9.3 Brown Clarifies Share-of-Market Figures 
in Brand Loyalty Series. George H. 
Brown, Advertising Age, August 4, 
1932. [R.M.C.] 

The purpose of the Advertising Age series 
of articles on brand loyalty (reported in the 
October issue of the JOURNAL) is stated by its 
author as follows: “ (1) to call attention to 
the problem of brand loyalty; (2) to sug- 
gest techniques for measuring brand loyalty; 
and (3g) to point up the differences that may 
exist between products.” He further indi- 
cates that caution should be exercised in 
making commercial application of the find- 
ings “in view of the size and nature of the 
sample.” A comparison of the findings re- 
ported in the series, based upon the Chi- 
cago Tribune’s larger and balanced sample 
of 576 families is shown here. Occasional 
wide deviation in reported brand position 
is noted. 

Brand loyalty studies appearing in this 

series during June, July, August and Sep- 

tember include margarine, toothpaste, 
coffee, flour, cereals. Others appeared later. 


9.4 1952 Survey of Consumer Finances: Part 
III. Income, Selected Investments, and 
Short-term Debt of Consumers. Fed- 
eral Reserve Bulletin, September 


1952. [C.H.S.] 

This article presents survey information 
on changes over the postwar period in the 
income, selected investments, and_ short- 
term debt of consumers. The picture of 
changes in consumer financial positions 
shown by these data, although far from com- 
plete, helps to clarify many phases of con- 
sumer finances. 

The largest increases in income in the 
postwar period appear to have taken place 
among consumers in the middle section of 
the income scale. According to survey data, 


the income of this segment of the popula- 
tion was nearly 4o per cent higher in 1951 
than in 1946, a somewhat larger increase 
than the rise in prices and Federal income 
taxes in this period. Consumer groups at the 
top and bottom of the income scale ap- 
parently did not have this large an increase. 
On the average, there seems to have been 
little change in the real income of consumers 
in the five years referred to, although money 
income rose during that period. The in- 
crease in national defense needs in recent 
years has been met by a growth in the total 
output of the economy without a reduction 
in real incomes. 

The rise in consumer money income be- 
fore taxes since the end of the war has been 
greater, relatively, than the expansion in 
consumer holdings of liquid assets, which 
had increased greatly in the war period. 
Consumers in the lower half of the income 
scale generally increased their liquid assets 
at about the same rate as their incomes in- 
creased. Consumers in the upper half of the 
scale also had increases in income but 
tended to add to their other investments 
rather than to liquid assets. 


14. RETAILING 


14.1 New Series on Retail Store Sales. Survey 
of Current Business, September, 
1952. [E.D.] 

Beginning with this issue, the Survey of 
Current Business will carry a new Depart- 
ment of Commerce series of retail store sales, 
both adjusted and unadjusted for seasonal 
factors, which will be substituted for the 
old series. The new series, involving a basic 
change in methodology, is based on figures 
blown up from a probability sample. The 
old series was linked to a Census of Retail 
Trade base. 

The new series provides data on sales of 
firms of eleven-or-more establishments. It 
does not report sales of firms of four-or-more 
stores. 

Estimates of total sales for 1951 were 
$152,975 millions by the old series and 
$158,223 millions by the new series. Factors 
accounting for this difference are discussed. 
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Most subgroups showed similar results for 
the two series, although a few showed an 
appreciable departure from the overall 
pattern. 

Tables computed by the two methods for 
1951 are included. 


14.2 Some Improved Methods of Handling 
Groceries in Self-Service Retail Food 
Stores, by E. M. Harwell and Paul F. 
Shaffer, Marketing Research Report 
No. 7, May 1952. (Washington: Pro- 
duction and Marketing Administra- 
tion, Department of Agriculture) 
[C.H.S.] 


Use of proper methods, equipment and 
layout in receiving, checking in, price mark- 
ing and stocking groceries resulted in in- 
creased productivity in these operations 
from 67 to 87 percent in the stores studied. 

The most productive method of receiving 
involved use of a minimum-size crew (2 
men whenever possible), one man unloading 
the trailer, the second stacking cases in the 
storeroom, wheel-type gravity conveyors 
and segregation of merchandise by com- 
modity groups. Where these improvements 
were made, average production per man- 
hour increased from 120 to 180 cases. 

Checking the order in and unit pricing 
each case after the order had been stacked 
and segregated by commodity groups in the 
storeroom was the most productive method 
of performing these operations. Production 
per man-hour under improved methods 
was 506 cases compared with 390 cases and 
261 cases when former methods were used. 

The most productive price-marking sys- 
tem involved stamping prices at shelves on 
items obtained from segregated commodity 
stacks in the storeroom. A self-inking price- 
marking set, attached to the handle end of 
each 4 wheel stocking truck, was used. 

Highest production per man-hour for 
stocking shelves was obtained by use of a 
leaf-type sliding shelf, installed as a part of 
each 3-foot section of display shelves to sup- 
port the case of merchandise during the 
shelving operation, and by use of 4-wheel 
hand trucks to carry cases from the store- 
room to the shelves. 


17. WHOLESALING 


17.1 How Some Wholesale Grocers Build 
Better Retailers, by John H. Daven- 
port and R. W. Hoecker, Marketing 
Research Report No. 12, May 1952. 
(Washington: Production and Mar- 
keting Administration, Department 
of Agriculture) [c.H.s.] 


This report sets forth some of the services 
rendered retailers by successful wholesalers 
for their mutual benefit. Case studies were 
made of selected wholesalers who had an- 
nual sales volume ranging from 5 million 
to 50 million dollars. 

About three-fourths of the wholesalers 
studied maintained a store engineering ser- 
vice for their retail outlets to aid in modern- 
izing stores and improving their layout. 
Reasons given for maintaining this service 
included: new and remodeled stores help 
to increase retail sales; the engineering ser- 
vice can often be performed most economi- 
cally and effectively by the wholesaler; such 
service gives the wholesaler an opportunity 
to gain the loyalty of the retailer. 

Other services most frequently provided 
included the furnishing of informational 
aids, promotional aids, and store-manage- 
ment guidance. All wholesalers studied fur- 
nished informational aids to help the re- 
tailer in determining proper pricing and in 
deciding on improvements that would 
better business. Media used were order 
books, salesmen, supervisors, invoices, and 
bulletins. All the wholesalers used promo- 
tional aids and usually evaluated for the 
retailer promotional material made avail- 
able by manufacturers. 


21. PRICES AND PRICE POLICIES 


21.1 Resale Price Maintenance—A Monopoly 
Problem. Ward S. Bowman, Jr., The 
Journal of Business, July, 1952. [E.D.] 


Competing notions concerning the pro- 
priety of resale price maintenance may be 
distilled into two basic competing concepts: 
the “monopoly” theory, which stresses the 
importance of price competition, and the 
“good-will” theory, which stresses the right 
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of a trade-mark or brand owner to protect 
himself from “unfair” treatment. Intelligent 
discussion of these conflicting concepts con- 
tinues to be handicapped by the absence of 
an acceptable theory of resale price mainte- 
nance which explains why some products 
are subject to price maintenance while 
others are not. 

The resale price maintenance problem 
is a monopoly problem. While to qualify 
legally for resale price maintenance, a pro- 
duct must be “in free and open competi- 
tion,” actually no resale price maintenance 
could take place if this were so. Each case 
involves a distinctive, trade-named, or 
branded product, which implies the exist- 
ence of a degree of monopoly power. More- 
over, resale price maintenance can be 
effective only where there is substantial de- 
parture from competitive standards on both 
the manufacturing and reselling levels. It 
involves, to some degree, problems of bi- 
lateral monopoly. It is only when the mo- 
nopoly power of each depends in some sig- 
nificant degree upon the monopoly power of 
the other that resale price maintenance be- 
comes likely. 

These two propositions are illustrated 
and explained by many real and hypotheti- 
cal examples. The conclusion is reached that 
a Miller-Tydings type amendment to the 
Sherman Act is consistent with the achieve- 
ment of less, not more, competition. 


21.2 Fair Trade Pricing: A Reappraisal. 
E. Raymond Corey, Harvard Busi- 
ness Review, September-October, 
1952. [E.D.] 

A brief history of resale price mainte- 
nance is presented, with emphasis upon de- 
velopments beginning with the General 
Electric-Macy controversy and ending with 
.passage of the Fair Trade Enabling Act 
(McGuire bill). Business reasons for fair 
trade pricing are the desire to develop in- 
tensive distribution and to protect the 
known list price. The effect of resale price 
maintenance upon consumers, retailers, 
and manufacturers is examined, with illus- 
trations drawn from the Sunbeam-Macy 
case. 


The effect of resale price maintenance 
upon consumers may be analyzed in terms 
of its effect upon the level of prices and its 
importance in protecting the consumer 
against loss-leader tactics. A case can be 
made for the idea that widespread use of 
fair trade pricing tends to increase retail 
prices on small appliances because fair trade 
pricing seeks to eliminate competition 
among retailers. Competition among manu- 
facturers is based on price to a lesser degree, 
and costs of enforcing fair trade prices add 
to marketing costs. The argument that fair 
trade pricing protects the consumer against 
loss-leader tactics assumes that the shopper 
has no valid basis for price comparison on 
other than national-brand merchandise, 
while he does for fair traded products; that 
each retailer should realize on each article 
a percentage markup equal to his overall 
expenses plus profit; that markup should be 
based on the average operating costs of all 
stores; and that all price cutting involves 
loss-leading. ‘These are not valid assump- 
tions. 

The effect of resale price maintenance 
upon retailers has two aspects: restraint of 
competition and inequities resulting from 
inadequate policing of retail price sched- 
ules. While national brand advertising and 
resale price maintenance in combination 
do strengthen the competitive position of 
the small retailer against the large store, it 
is not apparent that the large store would, 
without resale price maintenance, drive the 
small dealer in household appliances out of 
business. Enforcement of fair trade prices 
is difficult, and the small retailer can more 
easily indulge in suwb-rosa pricing than the 
large store can. 

Manufacturers have defended fair trade 
pricing on the grounds that trademarks and 
goodwill are property rights which the 
manufacturer has a right to protect. But 
goodwill, in the broadest sense, is not neces- 
sarily injured when price is cut. The real 
damage which price cutting does to the 
manufacturer is to injure the market for his 
product (i.e., sales). 

Passage of the McGuire bill should stimu- 
late manufacturers to reexamine their mar- 
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keting methods in the light of advantages 
and disadvantages of resale price mainte- 
nance and its accompanying implications. 


22. GENERAL MARKET STATISTICS 


22.1 Fifteen Selected Economic Indexes. Jay 
M. Gould, Sales Management, July 
1, 1952. [R.M.C.] 

Marketing people interested in forecast- 
ing may find this list of economic indexes 
worthwhile. The frequency of issue, cost 
and comments are given for each series. 


22.2 County Business Patterns, First Quarter 
1950. Census Bureau, Department of 
Commerce [C.H.S.] 


These bulletins contain State and county 
statistics for the first quarter of 1950 on man- 
ufacturing establishments and employment 
and taxable payrolls under the old-age and 
survivors insurance program, by industry 
groups. The complete set consists of five 
bulletins which are being sold by the Super- 
intendent of Documents, Government 
Printing Office. The titles and prices are: 


PART I. UNITED STATES 


SUMMARY . 25 cents 
PART II. GEOGRAPHIC 
DIVISIONS 
No.1 New England and 
Middle Atlantic ..... 45 cents 


No. 2 East North Central 

and West North 

No. 3 South Atlantic, East 

South Central, and 

West South Central .. 55 cents 
No. 4 Mountain, Pacific, 

Alaska, and Hawaii .. 35 cents 


The new issue is the fifth release of county 
Statistics on establishments, employment 
and payrolls derived from wage reports filed 
by employers under the Federal Old-Age 
and Survivors Insurance Program. It is the 
second release in this series limited to manu- 
facturers and published under joint BOASI- 
Census sponsorship. Earlier issues in this 


series included non-manufacturing, as well 
as manufacturing industries. Because the 
employment totals and the industrial and 
geographic codes in the two series (County 
Business Patterns and Annual Survey of 
Manufactures) have been coordinated, the 
employment and payroll statistics in the two 
series provide a link between the detailed 
geographic employment data compiled by 
the Bureau of Old-Age and Survivors In- 
surance and the additional comprehensive 
economic measures (annual earnings of 
employees, value added by manufacture, in- 
ventories, capital expenditures, etc.) pub- 
lished by the Census. The county data in 
this publication also supplement the geo- 
graphic employment statistics in the 1950 
Annual Survey of Manufactures publica- 
tion, which does not provide data below the 
State by major industry group level. 


22.3 Series P-C Bulletins from the 1950 Popu- 
lation Census. Census Bureau, De- 
partment of Commerce [C.H.S.] 


The basic reports of the 1950 Census of 
Population are organized into three series 
designated as Series P-A, Series P-B, and 
Series P-C. For each series, the Bureau of 
the Census will issue a separate bulletin 
for each State and District of Columbia, as 
well as bulletins for the Territories and pos- 
sessions. Also a summary bulletin for each 
series will be published for the United 
States as a whole, with selected data for 
regions, divisions, States, and other areas. 
Additional tabulations of 1950 Census data 
on population will be published in special 
reports. 

Series P-A bulletins, entitled Number of 
Inhabitants, contain population counts for 
political subdivisions of States and for other 
statistical areas. Nearly all of these bulle- 
tins have been isued. Series P-B bulletins, 
entitled General Characteristics, present 


simple distributions of population charac- 
teristics for counties, standard metropolitan 
areas, urbanized areas, cities, and other 
"areas. 

Series P-C bulletins, entitled Detailed 
Characteristics, show cross-classification of 
population characteristics for States, for 
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urban, rural-nonfarm, and rural-farm parts 
of States, and for standard metropolitan 
areas and cities of 100,000 or more. Popula- 
tion characteristics cross-classified by age 
include race, nativity, citizenship, marital 
status, relationship to head of household, 
school enrollment, educational attainment, 
and employment status. For most of these 
subjects, data are shown by single years of 
age where such detail is especially relevant. 
Marital status and school enrollment are 
presented by labor force status. Labor force 
status in 1950 is shown by number of weeks 
worked in 1949. Detailed occupation and 
detailed industry are presented for em- 
ployed persons and for the total experienced 
civilian labor force. The intermediate occu- 
pational classification and the intermediate 
industrial classification are shown by age, 
race, class of worker, and personal income 
in 1949. Furthermore, the intermediate oc- 
cupational classification is shown by urban- 
rural residence, and the intermediate in- 
dustrial classification is shown by major 
occupation group and number of weeks 
worked in 1949. Data on personal income in 
1949 are given by age, race, family status, 
class of worker, number of weeks worked in 
1949, and source of income. Comparable 
data from the 1940 and 1950 Censuses are 
shown on wage or salary income of persons. 
Data on all subjects are classified by sex. 
Bulletins in this series will be published 
during the fall and winter months. 
Outlines of the tables to be presented in 
the Series P-C bulletins may be obtained 
from the Population and Housing Division 
of the Census Bureau on request. These out- 
lines indicate the types of detail and the 
types of areas for which both published and 
unpublished data are available. 


22.4 Employment in Metropolitan Areas, 
1947-51. Bureau of Labor Statistics, 
Department of Labor [c.H.s.] 


The Bureau of Labor Statistics has issued 
its annual publication on employment in 
metropolitan areas, providing nonagricul- 
tural employment data by industry division. 
The current edition contains all data avail- 
able for 100 metropolitan areas for the years 


1947-51. Manufacturing employment is 
available for all areas and nonmanufactur- 
ing data in varying industrial detail for 54 
of the areas. 

The area employment series are prepared 
by State agencies cooperating with the 
Bureau of Labor Statistics. The publication 
also contains the names and addresses of all 
cooperating agencies. 

Copies of “Employment in Metropolitan 
Areas” may be obtained by writing to the 
Bureau’s Division of Manpower and Em- 
ployment Statistics. 


23. MARKET AREA STUDIES 


23.1 Agricultural Marketing Areas in New 
England. Charles D. Hyson. Harvard 
Studies in Marketing Farm Prod- 
ucts, No. 3-H. (Cambridge: Harvard 
University, September, 1951. 36 pp.) 
[E.D. ] 

Underlying this study is the broad hy- 
pothesis that “‘the degree of development of 
marketing structure is associated, on the 
one hand, with the degree of specialization 
in agricultural production including the in- 
tensity of resource use within the area and, 
on the other, with the nature of the access 
to the ultimate consumer.” The logic under- 
lying this hypothesis is set forth. To test 
the hypothesis, twelve producing counties in 
New England which differ in their produc- 
tion and market relations were examined. 
These counties were classified into five 
groups according to the degree of specializa- 
tion in production and their distance from 
urban consuming centers: specialized-re- 
mote, general-contiguous, general-remote, 
intermediate-remote, and intermediate-con- 
tiguous. The broad hypothesis is sustained. 
It is believed that this study provides a 
basis for the task of classifying and describ- 
ing comprehensively the market structure 
of New England and perhaps of other areas 
of the United States. 


24. RESEARCH TECHNIQUES 


24.1 Problems of Establishing a Consumer 
Panel in the New York Metropolitan 
Area. Industrial Surveys Company, 
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edited by United States Department 
of Agriculture, Bureau of Agricul- 
tural Economics. (Washington: Gov- 
ernment Printing Office, May, 1952. 
Processed. 41 pp.) [E.D.] 


In this study are examined the problems 
of using a probability sample of 546 house- 
holds in the New York metropolitan area 
for a continuous consumer panel from 
which complete and accurate information 
might be secured by weekly mail on certain 
phases of food purchasing behavior. 

Eleven women interviewers recruited, 
trained, and maintained the sample house- 
holds as members of the panel. Calls were 
made as often as necessary until it was cer- 
tain that further effort would not lead to 
cooperation or better reporting. Cooperat- 
ing households were paid about $2.15 per 
month. Several special forms of recruiting 
and maintenance action were undertaken, 
most of which were expensive. However, 
more than one recruiting call was regarded 
as worthwhile. 

While 60 per cent of the households 
agreed to cooperate, only 35 per cent were 
reporting one year later. This was serious, 
because certain household characteristics 
known to be related to food purchases were 
found to be associated with degree of panel 
cooperation. Means of securing a higher 
rate of cooperation are to increase the re- 
muneration offered sample households, to 
recruit a subsample of noncooperators to re- 
port continuously or during certain periods, 
or to select substitutes. The latter method, 
which was tried in this study, proved too 
complex for practical use. 

Despite the problem of noncooperation, 
it is proposed that a better way to obtain 
data than quota sampling involving non- 
random selection is to (1) begin with a prob- 
ability sample of households; (2) obtain 
from cooperators certain information on 
their characteristics and food purchasing as 
an aid in evaluating biases due to nonco- 
operation; and (3g) select a substitute for 
each noncooperator from within the same 
block by a systematic method. 


24.2 What is Socio-Economic Status? Everett 
R. Smith, Printers’ Ink, August 1, 
1952. [R.M.C.] 


Income status and social status are two 
separate things and should not be confused 
by the unwise use of the term “socio-eco- 
nomic.” Many of the “best” research organi- 
zations are offenders according to the au- 
thor, who recommends great familiarity 
with Lloyd Warner’s book, Social Class in 
America, and other writings of leading soci- 
ologists. 


24.3 How to Find Customers in Cuauhtemoc. 
J. L. Tyson, Printers’ Ink, July 25, 
1952. [R.M.C.] 

Market researchers investigating foreign 
markets for the first time will find in this 
article some insight into the problems they 
will encounter. For example, in designing 
quota samples in Mexico the indices of 
sleeping accommodations, flour use, and 
footwear are followed rather than the in- 
come and ownership items used in the 
United States. Problems relating to sources, 
secondary data, interviewing techniques, 
and questionnaire construction are dis- 
cussed. 


24.4 Public Opinion Research in France. John 
Dorsey, Public Opinion Quarterly, 
Summer, 1952. [E.D.] 


Public opinion research and surveys based 
on probability sampling were introduced in 
France as early as 1938. In 1951 there were 
six Organizations using the techniques, of 
which two (excluded in this discussion) 
were engaged exclusively in market re- 
search. Of the remaining four organizations, 
two were private: Institut Francais d’Opin- 
ion Publique (IFOP), whose work is like 
that of American public opinion research 
organizations, and Service de Sondages et 
Statistiques (SSS), which does both market 
research and public opinion surveys. 

Governmental survey agencies are the 
Institut National d’Etudes Demographiques 
(INED), which is the equivalent of social 
science research institutes in the United 
States, and the Institut National de la Stat- 
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istique et des Etudes Economiques (INS- 
EE), whose principal task is the provision of 
facts. 

Special problems of French opinion re- 
search are financing, the absence of such 
work in universities, and the interview. Re- 
ports of surveys evidence scientific skill and 
thoroughness. 


24.5 Methods of Research in Marketing. Pa- 
pers No. 1, 2, 3. (Ithaca, New York: 
Cornell University, Department of 
Agricultural Economics, 1951-1952. 
Mimeographed.) Evaluation of Re- 
search Techniques Used for Measur- 
ing the Influences of Factors Believed 
to be Associated with Volume of Con- 
sumer Purchases in Retail Stores. Don- 
ald A. Van Waes et al, Paper No. 1, 
July, 1951, 42 pp. An Illustration of 
the use of the Latin Square in Meas- 
uring the Effectiveness of Retail Mer- 
chandising Practices. Bennett A. 
Dominick, Jr., Paper No. 2, June, 
1952, 68 pp. Application of the Dou- 
ble Change-over Design to Measure 
Carry-over Effects of Treatments in 
Controlled Experiments. Peter L. 
Henderson, Paper No. 3, July, 1952, 
86 pp. [E.D.] 

The increasing importance of studies to 
measure the effects of various merchandis- 
ing, advertising, and quality factors upon 
the volume of consumer purchases of speci- 
fied products has raised questions regarding 
the best method for yielding results under 
conditions essentially the same as those 
under which they will be applied. Paper 
number one reviews the characteristics, ad- 
vantages, and disadvantages of six different 
methods of study: the mail questionnaire, 
the interview questionnaire, observation un- 
der both uncontrolled and controlled con- 
ditions, matched-lot controlled experiment, 
test stores vs. control stores experiment, and 
latin-square controlled experiment. 

In paper number two, latin squares are 
used to study the effect of five merchandis- 
ing practices (promotional practices, bulk 
only, package only, size of package, and 
quality and price) upon consumer pur- 


chases of McIntosh apples. The method is 
described, computations are shown, and the 
findings are interpreted. 

Paper number three carries one step fur- 
ther the use of latin squares in the study of 
the effects of merchandising techniques up- 
on the sale of McIntosh apples. The double 
change-over design is employed in which 
there is a special grouping of the latin 
square design to measure the carry-over 
effect of certain treatments (i.e., merchan- 
dising techniques) on subsequent treatments 
which may follow it in the experimental de- 
sign and which cannot be controlled by the 
use of ordinary latin squares. The method 
is illustrated by a case study of the effective- 
ness of four-, six-, and eight-pound poly- 
thene packages upon the sale of McIntosh 
apples. Computations are included. 


24.6 Why We Use Group Explorations. G. H. 
Smith and H. A. Vitriol, Printers’ 
Ink, July 18, 1952. [R.M.c.] 

This technique yields just about the maxi- 
mum in candid, informal relations with 
consumers, according to the authors. It en- 
ables the respondents to function in a nat- 
ural setting and minimizes the cross-exami- 
nation feature of interviewing. The partici- 
pants sit around a table, sip cocktails and 
smoke during the session. In this friendly 
atmosphere participants think out loud, ex- 
press private views, and react to other 
people’s comments, all of which is tape re- 
corded and played back for analysis and 
interpretation by a psychologist who is also 
the group leader. 


24.7 Testing Message Diffusion from Person 
to Person. Stuart C. Dodd, Public 
Opinion Quarterly, Summer, 1952 
[E.D.] 

This is a progress report on a three-year 
study of the diffusion of rumors being con- 
ducted by the Washington (State) Public 
Opinion Laboratory. The objectives of the 
research are both practical and theoretical: 
to seek principles involving the basic factors 
or dimensions of diffusion in time and space. 

The designs of six pretests are described. 
The process of message diffusion is analyzed 
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into four main stages yielding four classes 
of variables: the physical, the psychological, 
the social, and the semantic. Lists of vari- 
ables are being compiled. Four techniques 
are used to measure the public’s response to 
messages launched as mass stimuli. 

Four examples of the dozen or more hy- 
potheses being explored are outlined. (1) 
The harmonic hypothesis: “. . . diffusion 
will vary inversely with the distance the 
rumor has traveled” (a case of the equi- 
lateral hyperbola or the rank-size rule). (2) 
Diffusion is related to the time factor in a 
growth curve (a logistic, normal, Gompertz, 
or other curve chosen empirically on the 
basis of best fit). (3) “. . . equal increments 
in response of one kind observed in many 
instances will tend to vary with a power of 
the number of units of stimulation.” (4) 
Diffusion (or, more generally, human inter- 
action) is a mathematical product of powers 
of seven basic factors. 


24.8 Roper’s Field Interviewing Organization. 
Dale Anderson, Public Opinion 
Quarterly, Summer, 1952. [E.D.] 


No survey can be good unless the inter- 
viewing for it is good. The roles of the Field 
Director, the Supervisors, and Home Office 
of the Elmo Roper organization are de- 
scribed. Flexible supervision, in-service 
training, and an incentive plan have im- 
proved the quality and efficiency of field 
work and reduced interviewer turnover. 


24.9 Study of Response Rates to Federal Gov- 
ernment Surveys. Office of Statistical 
Standards, Bureau of the Budget 
[C.H.S.] 

The Office of Statistical Standards, Bu- 
reau of the Budget, has initiated a study of 
the response rates attained in surveys con- 
ducted by or for Federal agencies. Plans for 
the study have been developed in consulta- 
tion with several of the major statistics-col- 
lecting agencies, including the Bureau of 
Agricultural Economics, the Bureau of the 
Census, the Bureau of Labor Statistics, and 
the Federal Trade Commission. 

Information on response rates for a 


limited number of selected surveys has al- 
ready been collected by several agencies, 
partly as a preliminary to this study and 
partly for use by the Advisory Committee 
on Statistical Policy of the American Statis- 
tical Association. The information obtained 
may be useful in developing theories of re- 
sponse behavior which may ultimately be 
subjected to empirical test. 

A continuing program of response re- 
search is planned to include: 


(1) Collecting data on the response at- 
tained in particular important sur- 
veys; 

(2) Assembling evaluations by the agen- 
cies of various techniques used to 
maximize the rate of response to 
mail surveys; 

(3) Assembling information from the 
agencies on their hypotheses regard- 
ing limitations on the usefulness of 
each technique—kind of population 
for which the technique is appli- 
cable, time period in which the tech- 
nique may or may not be effective, 
and the like; 

(4) Sponsoring experimental use of 
promising techniques by different 
agencies and to test hypotheses con- 
cerning them and to ascertain whether 
the effectiveness of the technique is 
associated with the auspices of the 
survey, etc.; 

(5) Disseminating information to all 
Federal agencies conducting surveys 
on promising techniques for maxi- 
mizing the rate of response to surveys 
which are planned for initial collec- 
tion by mail; 

(6) If appropriate, on the basis of cumu- 
lative experience with various tech- 
niques, developing minimum stand- 
ards for response levels to be attained 
and for procedures to be employed; 
and 

(7) Examing the importance of qualita- 
tive aspects of response (such as re- 
producibility of replies, internal con- 
sistency of concept throughout the 
field of coverage of the survey, etc.) 
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in relation to the importance of ex- 
tent of response, as a guide to further 
work. 


26. MISCELLANEOUS 


26.1 Federal Credit Union Liquidations, 
1935-1951. John T. Croteau, The 
Journal of Business, July, 1952. [E.D.] 

Of the 7,579 federal credit unions char- 
tered during the period surveyed, 26.2 per 
cent were liquidated. The rate of liquida- 
tion was low during the early years of the sys- 
tem, rose sharply in 1943-1948, and then de- 
clined. Liquidations were most common 
among small credit unions and among resi- 
dential unions (in contrast to occupational 
or associational unions). Liquidations in 
the occupational area ranged between 9.5 
per cent among telephone workers to 70.0 
per cent among hotel and restaurant work- 
ers. Geographically, liquidation rates ranged 
from 11.1 per cent in Hawaii to 55.3 per 
cent in South Carolina. Of 1,840 liquidated 
credit unions studied, only 372 paid to share- 
holders less than 100 per cent of the amount 
due. Total losses were twenty-five one thou- 
sandths of one per cent of the share balances 
in all federal credit unions at the end of 
1951. The incidence of this loss is examined 
in detail. 

Reasons accounting for liquidations may 
be classified as exogenous, accounting for 
over one-third of the liquidations, and endo- 
genous, accounting for the remaining two- 
thirds. The latter group is discussed under 
“liquidation syndrome.” The liquidation 
record examined is one of encouragement to 
the credit union system. 


26.2 Factors Affecting the Demand for Con- 
sumer Instalment Sales Credit. Avram 
Kisselgoff. Technical Paper 7. (New 
York: National Bureau of Economic 
Research, January, 1952. 65 pp.) 
[E.D.] 

Factors affecting the demand for instal- 
ment sales credit are the size and distribu- 
tion of consumer income, liquid asset hold- 
ings of individuals, the availability of cash 


loan instalment credit, population growth 
and family formation, changes in consumer 
tastes and habits, the stock of durable con- 
sumer goods, prices of durable consumer 
goods, finance charges, and instalment sales 
contract terms (down payment and contract 
length). The effect of various factors is meas- 
ured, first, by a simple system of linear equa- 
tions in which parameters are estimated, 
and, second, by a single equation in which 
the estimates of parameters are obtained by 
means of multiple correlation. Data used 
are from the 1929-1941 period. 

Important statistical conclusions are: (1) 
Annual changes in total real current income 
were associated with more than proportion- 
ate changes in demand for instalment sales 
credit. (2) Real income of the preceding year 
was found to be a significant factor in the de- 
mand for instalment sales credit, although 
the sensitivity of instalment credit demand 
to changes in this variable is relatively low. 
(3) The relative prices of durable consumer 
goods and the length of instalment sales 
credit contracts, when considered as separate 
variables, have significant influence on in- 
stalment sales credit demand. (4) Some forces 
(especially the accumulation of liquid as- 
sets by consumers, the increasing use of dur- 
able goods for trade-in purposes, and the 
increasing tendency of consumers to pur- 
chase durables through direct cash borrow- 
ings) operating during the period 1928-1941 
have exerted a depressing influence on in- 
stalment sales credit demand, especially in 
the case of automobile instalment sales 
credit. 

The equations derived in this study to 
estimate instalment sales credit in 1948 
yielded estimates of credit larger than those 
actually granted. The estimate was closer 
for durable goods other than automobiles 
than it was for automobiles. 


26.3 Manpower Occupations Card File. Cen- 
sus Bureau, Department of Com- 

merce [C.H.S.] 
The Bureau of the Census is establishing 
a duplicate file of approximately 6,000,000 
punch cards from the 1950 Census of Popu- 
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lation. These cards, which are designated 
as the Manpower Occupations Card File, 
will cover workers in all occupations in the 
two major groups, “Professional, technical 
and kindred workers” and “Craftsmen, fore- 
men, and kindred workers,” as well as in a 
number of other selected occupations. With 
a few minor exceptions, the duplicate file 
will consist of all cards for occupations with 
fewer than 100,000 workers, and 20 percent 
of the cards for occupations with more than 
100,000 workers. Among the subjects in- 
cluded on the punch cards are sex, age, mari- 
tal status, citizenship, educational attain- 
ment, industry, class of worker and income. 

One of the major purposes of this file is 
to make more readily available, for use in 
studies of the characteristics of workers in 


.particular occupations, information which 


is not included in the regular tabulation 
and publication programs for the 1950 Cen- 
sus of Population. Since the cards will be 
filed by occupation, there will be eliminated 
the relatively great cost and time factors in- 
volved in selecting the cards for a particular 
occupation from the regular ‘Population 
Census file of 150,000,000 cards, which is 
not kept in occupation order. In addition, 
the file will provide a much larger sample 
than the 3 1/3 percent sample to be used in 
many of the 1950 Census tabulations of 
occupational data. This latter feature will 
be of particular significance in connection 
with relatively small but highly important 
occupational fields, such as the several 
branches of natural science and engineering. 

When the file is completed, it will be 
available for use in providing tabulations of 
data as requested by any interested Govern- 
ment agency or any nongovernmental or- 
ganization having an appropriate need for 
the information. Arrangements for obtain- 
ing such tabulations will be made directly 
with the Bureau of the Census, and the cost 
of making the tabulations will be borne by 
the requesting agency. 

A list of the occupations included in the 
file as well as a sample copy of the punch 
card may be obtained by writing to the 
Population and Housing Division, Bureau 
of the Census, Washington 25, D. C. 


26.4 Statistical Services of the United States 
Government. Office of Statistical 
Standards, Bureau of the Budget 
[c.11.s.] 


A revised and enlarged edition of “Sta- 
tistical Services of the United States Govern- 
ment” provides a general description of the 
economic and social statistical programs of 
the United States Government—where they 
are located, how the data are collected, and 
what data are available in these areas from 
Federal agencies. 

Part I describes the organization of statis- 
tical services within the Federal Govern- 
ment, and the organization and operating 
methods of the Office of Statistical Stand- 
ards. It also contains brief descriptions of 
general principles and practices followed in 
Federal statistical activities, including such 
topics as technical aids, use of sampling, re- 
lations of Federal and State statistics, and 
Government use of private statistics. 

Part II describes the principal economic 
and social statistical series. Among the series 
described are those dealing with de- 
mography and health, social insurance and 
related programs, employment and labor, 
education, public assistance, criminal and 
judicial statistics, production, distribution 
and service trades, prices, finance, construc- 
tion, housing, foreign trade and shipping, 
balance of international payments, con- 
sumer income and expenditures, and na- 
tional income and product. 

Additional detail is presented in the ap- 
pendixes, which present a summary of sta- 
tistical responsibilities of Federal agencies 
and an annotated bibliography of the prin- 
cipal periodical statistical publications 
issued by Government agencies. Copies of 
the new edition may be purchased from the 
Superintendent of Documents, Govern- 
ment Printing Office, Washington 25, D. C. 
at 45 cents a copy. 


26.5 Marketing Research Reports of Depart-. 
ment of Agriculture. (Washington: 
Department of Agriculture) [c.H.s.] 

The Department of Agriculture has estab- 
lished a new publication series titled Mar- 
keting Research Reports, to facilitate 
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prompt publication of agricultural market- 
ing research studies. The series is designed 
to cover the results of research work in the 
fields of packing, processing, refrigeration, 
transportation, storage, wholesaling and re- 
tailing. 

Marketing Research Reports differ from 

the Department’s Technical Bulletins, Cir- 
culars, and Monographs in these respects: 
They are more informal, sometimes pre- 
liminary in nature, and more restricted in 
circulation. They are in semi-technical style, 
and adapted to progress reporting and to use 
by people primarily engaged in some phase 
of marketing farm products. 
There have been 25, reports issued in this 
series since Marketing Research Reports 
was established in May 1952. Titles of these 
reports follow: 


1. Survey of Canvas Awnings Fabricators, 
by Division of Special Surveys, Bureau of 
Agricultural Economics. 

2. Transportation and Handling Cost of 
Selected Fresh Fruits and Vegetables in the 
San Francisco Bay Terminal Market Area, 
by Stanford Research Institute and Bureau 
of Agricultural Economics. 

3. Eating Places As Marketers of Food 
Products, by Bureau of Agricultural Eco- 
nomics and University of Minnesota. 

4. Marketing Charges for Head Lettuce 
Sold in Pittsburgh, Pennsylvania, December 
1949-June 1950, by Henry T. Badger, 
Bureau of Agricultural Economics. 

6. Market Charges for Head Lettuce Sold 
in Cleveland, Ohio, February-June 1950, by 
H. T. Badger, Bureau of Agricultural Eco- 
nomics. 

7. Some Improved Methods of Handling 
Groceries in Self-Service Retail Food Stores, 
by Production and Marketing Administra- 
tion. 

8. Problems of Establishing a Consumer 
Panel in the New York Metropolitan Area, 
by Bureau of Agricultural Economics. 

g. Flue-Cured Tobacco: Price Differences 
Among Type 11(a)12, by Bureau of Agricul- 
tural Economics. 

10. Tung Processing and Marketing 
Practices and Costs, by Fats and Oils Branch, 
Production and Marketing Administration. 


11. Economic Effects of Federal Regula- 
tion of the Minneapolis-St. Paul Fluid Milk 
Market, by Dairy Branch, Production and 
Marketing Administration. 

12. How Some Wholesale Groceries Built 
Better Retailers, by Production and Market- 
ing Administration and National American 
Wholesale Groceries Association. 

13. Method of Handling and Delivering 
Orders Used by the Leading Wholesale 
Groceries, by Production and Marketing 
Administration and United States Whole- 
sale Groceries Association. 

14. Early Development of Milk Market- 
ing Plans in the Kansas City, Missouri Area, 
by Dairy Branch, Production and Market- 
ing Administration. 

15. An Analysis of Some Methods of 
Loading Out Delivery Trucks of Produce 
Wholesalers, by Production and Marketing 
Administration. 

16. Peanuts and Their Uses For A Food, 
by Antoine Banna, Sydney J. Armore, and 
R. J. Fotte, Bureau of Agricultural Eco- 
nomics. 

17. Farmers’ Produce Markets in the 
United States, Part Ill, Shipping Point, 
Fruits and Vegtables Markets, by Produc- 
tion and Marketing Administration, and 
Farm Credit Administration. 

18. Planning a Wholesale Frozen Food 
Distribution Plant, by Production and Mar- 
keting Administration. 

19. Retail Markets Used As An Aid in 
Marketing, by Production and Marketing 
Administration. 

20. Pre-Packaging Tomatoes, (In press). 

21. Marketing Charges for Potatoes Sold 
in Cleveland, Ohio, February-June 1950, by 
W. N. Garrott, Bureau of Agricultural Eco- 
nomics. 

22. Poultry Farm Practices and Egg 
Quality, (In press). 

23. Factors to be Considered in Locating, 
Planning and Operating Country Elevators, 
by Production and Marketing Administra- 
tion. 

24. Costs of Retailing Meats in Relation 
to Volume, (In press). 

25. Market Outline for Cottons in Some 
of the Principal Cotion Fabrics, (In press). 
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Free copies of the above reports may be 
obtained from the Agricultural Research 
Administration, Department of Agricul- 
ture, Washington 25, D. C., while the sup- 
ply lasts. When the free supply is exhausted, 
copies can be obtained from the Superin- 
tendent of Documents, Government Print- 
ing Office, Washington 25, D. C. 


26.6 FTC-SEC Financial Reports Program. 
Federal Trade Commission and Se- 
curities and Exchange Commission 
[C.H.S.] 


The financial reporting program con- 
ducted jointly by the Federal Trade Com- 
mission and the Securities and Exchange 
Commission was expanded last. year to pro- 
vide annual financial data for 1950 and 
quarterly data for 1951 from a sample of 
wholesale and retail trade corporations. The 
results of this data collection have been pub- 
lished in a report issued jointly by the FTC 
and SEC, entitled “Quarterly Financial Re- 
port—United States Retail and Wholesale 
Corporations, 1950-51.” The report con- 
tains estimated aggregate balance sheets 
and profit and loss statements for retail and 
wholesale trade corporations by asset-size 
classes and by industry groups, as well as 
for total retail trade and total wholesale 
trade corporations. 

Under are ed program for 1952-53, the 
sample will include a total of about 1,200 
corporations in wholesale and retail trade, 
as compared with about 8,000 last year. All 
corporations with 1949 assets of $10,000,000 
or more will be included, and decreasing 
proportions of the total number of corpora- 
tions in each asset-size class below $10,000,- 
ooo will be sampled. The sample will be 
kept current by adding a sample of corpo- 
rate births obtained from the Bureau of 
Old-Age and Survivors Insurance and by 
deleting corporations as they go out of busi- 
ness. The statistics to be provided by this 
revised program include quarterly aggre- 
gates for corporate wholesale trade and 
quarterly estimates for corporate retail trade 
for substantially the same financial items 
published in the 1950-51 report. 


26.7 Measurement of Manufacturing Produc- 
tivity Trends. Bureau of Labor Statis- 
tics, Department of Labor [c.1.s.] 


Because of the increasing interest in the 
subject of productivity, the Bureau of Labor 
Statistics is broadening the scope of its 
studies in the field to include the analysis 
and measurement of productivity trends in 
broad segments of the economy. The new 
program involves development of a general 
measure for manufacturing activity. The 
two principal approaches to be used in the 
development of measures of productivity in 
manufacturing are those which are related 
to gross national product and those which 
utilize data derived from the physical out- 
put of goods and services, and the man- 
hours required in their production. 

In view of the importance of manufactur- 
ing and the desire on the part of all in- 
terested organizations to know how produc- 
tivity in manufacturing is changing, the 
Bureau plans to develop new series and to 
adapt the current series on individual manu- 
facturing industries for consolidation into 
an index representative of all manufactur- 
ing. 

Long-range plans call for the continual 
refinement and strengthening of the pre- 
liminary manufacturing index, and also for 
complementing that index with series in 
other segments of the economy in addition 
to the series now being issued by the Bureau 
on railroads, communications, electric 
power and light, mining, and agriculture. 
The index of physical productivity for 
manufacturing industry (and for subgroups 
in manufacturing) will be supplemented to 
a limited extent by detailed physical pro- 
ductivity data for individual products, to- 
gether with other analytical productivity 
statistics relating to capacity utilization, 
production method, production volume, 
diversification of production, and others. 


26.8 Report on the Older Worker. Bureau of 
Labor Statistics, Department of La- 

bor [C.H.s.] 
The Bureau of Labor Statistics has re- 
cently issued a report on “Employment and 
Economic Status of Older Men and 
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Women.” The report deals with questions 
arising from the effects of employment and 
economic trends on the older age groups in 
the population. Data from a wide variety of 
sources have been selected to provide back- 
ground information for persons particularly 
concerned with economic and employment 
problems of an aging population. 

The report provides comprehensive in- 
formation on population and labor force 
trends, worklife expectancy, income and 
sources of income, retirement and pension 
programs, and the job experience of older 
workers. Data have been presented sepa- 
rately for men and women, wherever pos- 
sible. The report includes a list of all recent 
publications of the Department of Labor 
pertinent to the employment and economic 
status of older men and women. 

The publication, issued as BLS Bulletin 
No. 1092, is available through the Superin- 
tendent of Documents, Government Print- 
ing Office, at 30 cents per copy. - 


RESEARCH COMPLETED IN 
COLLEGES AND UNIVERSITIES 


ROBERT BARTELS, Editor 


UNIVERSITY OF ARKANSAS 


The Buying Habits of Fayetteville Con- 
sumers, Harold A. Frey and Hugh G. 
Wales; June, 1952, Published manu- 
script; Univ. of Arkansas, Bureau of 
Business and Economic Research, Fay- 
etteville, Ark.; no charge. 


UNIVERSITY OF CHICAGO 


A Comparison of the Marketing of Alco- 
holic Beverages Under State Monopoly 
and Open License Systems, Jesse Bishop 
Allen; August, 1952; unpublished; ob- 
tainable from author, 18 W. Mountain 
View, Long Beach, California; Doctor’s 
Thesis. 


CoLoRADO AGRICULTURAL AND MECHANICAL 
COLLEGE 

Consumer Demand for Ripeness of 

Peaches, C. Richard Creek, and Wen- 


dell Calhoun; June, 1952; Technical 
Bulletin 48, Colo. Agrl. Exp. Station, 
available from Bulletin Room, Colo. 
A & M College, Fort Collins, Colo. 


UNIVERSITY OF ILLINOIS 


Vertical Integration in Marketing, Nug- 
ent Wedding, editor, published by Bur. 
of Econ. and Bus. Res., 205 D. Kinley 
Hall, Urbana; price $1.50. 

Leading European Markets for American 
Automobiles, K. E. Armaos, Master’s 
Thesis. 

Distribution Cost Analysis—Partial Analy- 
sis, Martin G. Berutti, Master’s Thesis. 

History of Sales Management to 1922, 
Jasper W. Brook, Master’s Thesis. 

Evolution of Window Display, Aaron H. 
Hull, Master’s Thesis. 

Self-Service Drugstores in the United 
States, Lynn H. Stiles, Master’s Thesis; 
available at Business Management Serv- 
ice, 408 David Dinley Hall, Urbana; $1. 

Port of New Orleans, P. P. LeBreton, Doc- 
tor’s Thesis. 

Regulation of Consumer Credit, Donald 
W. Scotton, Doctor’s Thesis. 

The above theses are available on loan 

from the library, University of Illinois. 


UNIVERSITY OF INDIANA 


The Passenger Train Deficit, Paul B. 
Blomgren (containing a section deal- 
ing with selling railroad passenger serv- 
ice). 

A Study of Relations Between Motor Car 
Manufacturers and Dealers, William L. 
Haeberle. 

Gross Receipts Taxation in Indiana, 
W. W. Hill. 

A Study of Methods Used to Motivate 
Salesmen, Robert Harry Myers. 

The Marketing Concepts of the Classical 
School, George Makoto Umemura. 

The above Doctoral Theses are available 

on loan from the library, University of 

Indiana, Bloomington, Ind. 


STATE UNIVERSITY OF IOWA 
Product Development Procedures in the 
Consumer Durable Goods Field—A 
Case Study, James B. Dumbauld. 
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An Analysis o; the Furfural Market, Rob- 
ert W. Richey. 

Appliance Merchandising by Public Util- 
ities in Iowa, John H. Wesenberg. 

The above Master’s Theses are available 

in the University Library of the State 

University of lowa, Iowa City, Ia. 


UNIVERSITY OF KENTUCKY 


Paducah and Western Kentucky Income, 
Labor, and Retail Trade Patterns, 
Frank G. Coolsen, Will S. Myers, James 
W. Martin; August, 1952; The Agri- 
cultural and Industrial Development 
Board of Kentucky, Frankfort, Ken- 
tucky. 


LINCOLN UNIVERSITY 


The Potential Negro Market, Joseph T. 
Johnson; August, 1952; The Pageant 
Press, 130 West 42nd St., N. Y. C.; $4.50. 


UNIVERSITY OF LOUISVILLE 


The Application of Accounting Methods 
to Consumer Finance, Robert M. Jen- 
nings. 

Activities of the Armed Services Medical 
Procurement Agency, Forest L. Neal. 
The Premium Method of Merchandising, 

Thomas M. Kampfmueller. 

The above unpublished Master’s Theses 

are available on inter-library loan, Uni- 

versity of Louisville, Louisville, Ky. 


UNIVERSITY OF MARYLAND 


Retail Price and the Consumer Prefer- 
ence, June, 1952, 7 pp.; Univ. of Mary- 
land. 

Baltimore in Coastwise Trade, Sept., 1952, 
15 pp.; Numbers 1 and 2 published by 
the Bureau of Business and Economic 
Research, College of Business and Pub- 
lic Administration, University of Mary- 
land, John H. Cover, Director; no 
charge. 

Family Purchasing Units and Location 
Patronage Motives, J. Allan Cook, Edi- 
tor, May, 1952, 110 pp.; College Park 
Business Assn., College Park, Md.; $5. 

Interstate Commerce Commission Policy 
Relating to Operating Rights of Motor 
Carriers of Property, Charles A. Taft; 


University of Maryland library; Doc- 
tor’s Thesis. 


UNIVERSITY OF MICHIGAN 


Better Business Surveys in Thirteen Mich- 
igan Communities, Bureau of Business 
Research, Univ. of Mich., Sept. 1952; 
dittoed, 30 pp.; $1.00. 

Departmental Merchandising Results in 
Small Department Stores, Edgar H. 
Gault, Sept., 1952; Bur. of Bus. Res., 
School of Business Administration, 
Univ. of Mich.; $1.00. 

Some Economic Effects of Marketing Re- 
search, Stewart H. Rewoldt; May, 1952; 
published on Microfilm, Univ. of Mich. 
Library; Doctor’s Thesis. 

Preliminary Report on the Sources and 
Expansion of Natural Rubber Produc- 
tion and the Processing of Natural 
Rubber in the American States, and on 
the Economic and Technical Aid 
Necessary to Attain the Ends Set Forth 
in Resolution XXV of the Fourth 
Meeting of Consultation of Ministers of 
Foreign Affairs, D. M. Phelps, Sept., 
1952. This preliminary report is classi- 
fied as “Restricted: Not for Publica- 
tion.” It will be published after revision 
subsequent to field investigation in 
Latin American republics. 


UNIVERSITY OF MINNESOTA 


Postwar Price Determination in the Wis- 
consin Canning Industry, Theory and 
Practice, Charles W. Miller, April, 
1952, University of Minnesota Library, 
Doctor’s Thesis. 

Red Wing Five Years Later (#12 in series 
on the Community Basis for Postwar 
Planning), Roland S. Vaile, June, 1952. 

Survey of Airport Facilities and Methods 
of Financing Same in Minnesota, Ro- 
land S. Vaile et al, September 15, 1952. 

Trends in Retail Trade of the Twin 
Cities, Edwin H. Lewis, Robert J. Hol- 
loway, School of Business Administra- 
tion, University of Minnesota. 

The Economic Importance of Egg Qual- 
ity, F. R. Taylor, O. B. Jesness, April, 
1952, Bulletin 411, Minnesota Experi- 
ment Station. 
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Statistics of Farmers’ Cooperatives in Min- 
nesota, 1950, Fred E. Koller, T. W. 
Manning, O. B. Jesness, June, 1952, 
Bulletin 412, Minnesota Agricultural 
Experiment Station. 

Costs of Drying Milk in Minnesota Plants, 
Dale E. Butz, E. Fred Koller, May, 1952, 
Bulletin 413, Minnesota Agricultural 
Experiment Station. 

Objective Carcass Grade Standards for 
Slaughter Hogs, A. A. Dowell, others, 
June, 1952, Bulletin 414, Minnesota 
Agricultural Experiment Station. 

Problems in Measuring and Analyzing 
Marketing Margins for Selected Fruits 
and Vegetables, H. Wayne Bitting, 
June, 1952, Unpublished, Doctor's 
Thesis. 

The Competitive Position of the Minne- 
sota Soybean Producer and Processor, 
Ray Goldberg, June, 1952, Unpub- 
lished, Doctor’s Thesis. _ 

The Marketing and Pricing of Minnesota 
Creamery Butter, Stanley Krause, July, 
1952, Unpublished, Doctor’s Thesis. 

The Doctor’s Theses listed above are 

available on microfilm from the Uni- 

versity Microfilms, Ann Arbor, Michigan. 

An Analysis of the Marketing and Mer- 
chandising of Consumers’ Packages of 
Dry Skim Milk in the Minneapolis Mar- 
ket, Dale Stallings, June, 1952, Unpub- 
lished, Master’s Thesis. 

An Economic Analysis of the Operations 
of Farmers Cooperative Purchasing As- 
sociations in Minnesota, 1949-50, H. 
Harlow Thompson, July, 1952, Unpub- 
lished, Master’s Thesis. 

The Determination of By-Product Credits 
in the Marketing of Slaughter Hogs by 
Carcass Grade and Weight, Arthur G. 
Wilson, June, 1952, Unpublished, Mas- 
ter’s Thesis. 

A Comparison of Readership Reliability 
Methods, Leslie A. Beldo and Robert J. 
Jones, October, 1952, Research Divi- 
sion, School of Journalism. 

Ability and Interest Measures of Small 
City Daily Newspapermen, Charles E. 
Swanson and Robert L. Jones, Novem- 


ber, 1952, Research Division, School of 
Journalism. 

TV Owning and Its Correlates: A Fol- 
lowup, Charles E. Swanson and Robert 
L. Jones, November, 1952, Research 
Division, School of Journalism. 

A Comparative Personnel Study of Stu- 
dent and Professional Journalists, Rob- 
ert L. Jones, December, 1952, Research 
Division, School of Journalism. 

Television’s Probable Share of The Ad- 
vertising Dollar, 1952-1972, J. Edward 
Gerald, September, 1952, Scheduled for 
Journalism Quarterly, 1952. 

The Minnesota Poll and the Undecided 
Voter, Sidney S. Goldish, December, 
1951, University of Minnesota Library. 

Continuing Bibliography of Books and 
Articles on the Weekly Newspaper Ap- 
pearing in American Sources, Thomas 
F. Barnhart, Thomas F. Barnhart, 
School of Journalism. 


COLLEGE OF THE City OF NEw YORK 


Women’s and Children’s Shoe Operations 
in Branch Stores, John Balemain. 

Branch Store Development in New York 

' Metropolitan Area, Harvey Bugner. 

Significance of Factors in Textile Indus- 
try, Howard Eilenberg. 

Credit Analysis of Men’s Wear Retailers 
Who Experienced Financial Difficul- 
ties, Franklin Gilbert. 

Last In—First Out Method of Inventory 
Valuation, Robert Hoffman. 

Modern A pplication of Audio-Visual Aids 
in Sales Training Programs, Gerard 
Jones. 

Analysis of Market Behavior in Combed 
Cotton Cloth Greige Goods, Seymour 
Lerner. 

Sales Force Management in the Cosmetic 
Industry, Dalton Levy. 

The above Master’s Thesis are available 

on inter-library loan, The City College, 

N.Y.C. 


NortH CAROLINA STATE COLLEGE OF AGRI- 
CULTURE AND ENGINEERING 

Cost and Margins of Marketing American 

Cheese, Louis Murdock Smith; May, 

1952; unpublished manuscript; obtain- 
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able from North Carolina State College 
Library, Raleigh, N. C.; Doctor's The- 
sis. 


UNIVERSITY OF NORTH CAROLINA 


Enplaned Airline Traffic in the South, 
1949-1950, J. C. D. Blaine; bound, mim- 
eographed; no charge; from author at 
School of Business Administration, 
University of North Carolina, Chapel 
Hill, N. C. 


THE Onto STATE UNIVERSITY 


A Method of Adjusting Milk Transporta- 
tion Rates, Elmer F. Baumer and Ron- 
and H. Pollack, Bulletin of the Depart- 
ment of Agricultural Economics, mime- 
ographed, 1952. 

Advertising Policies and Practices of Sav- 
ings and Loan Institutions, Donald M. 
Cope, August, 1952, Master’s Thesis. 

Elasticity of Demand for Selected Agricul- 
tural Products, John Sharp, unpub- 
lished, June, 1952, Doctor’s Thesis. 

Manufacturing and Marketing of Indus- 
trial Alcohol, John Lawler, unpub- 
lished August, 1952, Master’s Thesis. 

Purchasing Practices and Patronage Mo- 
tives of Ten Independent Retail Drug 
Stores, Columbus, Ohio, Karl George 
Sisterhen, June, 1952, Master’s Thesis. 

Purchasing Practices and Patronage Mo- 
tives of Independent Hardware Retail- 
ers Located in Columbus, Ohio, Harold 
George Spielberg, June, 1952. 

Richmond Virginia as a Wholesale Trade 
Center, Byers Miller, unpublished, 
June, 1952, Master’s Thesis. 

Some Background Statistics on the Proc- 
essing Industries (Fruit and Vegetable) 
for Ohio and Other States, James Neu, 
Department of Agricultural Economics, 
mimeographed. 

The Television Commercial, Thomas 
Torrance, August, 1952, Master’s The- 
sis. 

The theses listed above are available on 

inter-library loan from The Ohio State 

University, Columbus 10, Ohio. 


THE UNIVERSITY OF PITTSBURGH 
The Marketing Operations of Industrial 


Distributors—with Particular Reference 
to the Cleveland, Ohio, Markei, Stuart 
W. McFarland; unpublished manu- 
script; available on inter-library loan 
from the University of Pittsburgh Li- 
brary; Doctor’s Thesis. 


TEMPLE UNIVERSITY 
A Study of the Buying Habits of Phila- 
delphia Families, Myron S. Heidings- 
field, available in the Economics and 
Business Bulletin of Temple Uni- 
versity, Dec., 1952. 


UNIVERSITY OF TEXAS 


Water Requirements Survey: Texas High 
Plains; S. A. Arbingast and John R. 
Stockton; 1952; published; Bureau of 
Business Research; $2.00. 

Directory of Texas Manufacturers, 1952; 
published; Bureau of Business Re- 
search; $3.50. 

Industrial Expansion in Texas; S. A. Ar- 
bingast; quarterly; published; Bureau 
of Business Research; no charge for 
single copies. 

“The Future of Tourism in Texas,” 
Fletcher H. Etheridge, April, 1952, pub- 
lished; Bureau of Business Research; 
article appearing in Texas Business Re- 
view; no charge for single copies. 

“The Aircraft Industry in Texas,” Ray- 
mond V. Leskiar; July 1952, published; 
Bureau of Business Research; article 
appearing in Texas Business Review; 
no charge for single copies. 

“An Expanded Ceramics Industry in 
Texas?” Alfred G. Dale; August 1952, 
published; Bureau of Business Re- 
search; article appearing in Texas 
Business Review; no charge for single 
copies. 

“Synthetic Rubber in Texas,” S. A. Ar- 
bingast; September 1952, published; 
Bureau of Business Research; article 
appearing in Texas Business Review; 
no charge for single copies. 

Wholesale Drug Transportation in 
Texas; Hampton K. Snell, Prof. of 
Transportation, Univ. of Tex.; com- 
pleted Sept. 1952; used as an exhibit 
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before RR Commission of Tex., Docket 
#8107-T; 43 pp.; price $1.00. 

A Retail Trade Area Analysis of Austin, 
Texas; Robert A. Jones; May, 1952, 
239 pp.; Master’s Thesis. 

The Co-ordination of Magazine Advertis- 
ing with Product Improvements and 
Internal-External Conditions as a Ma- 
jor Factor in Chevrolet’s Popularity 

. Rise, 1922-1951; Bobby Lee Wolco- 

nt wich; May, 1952, 171 pp.; Master’s 
Thesis. 

A Statistical Analysis of the Economic Fac- 
tors Affecting Membership in the Epis- 
copal Church in the Diocese of Texas; 
Ralph B. Thompson, May, 1952; Doc- 
tor’s Thesis. 

Some Aspects of the Latin-American Mar- 
ket of Austin, Texas, with Emphasis on 
the Radio as a Means of Reaching this 
Market; Owen Wilson Blum; summer, 
1952; Master’s Thesis. 

Marketing Problems Connected with the 
Introduction of a New Soft Drink; Sela- 
hattin Nehat Guvenal; summer, 1952; 
Master’s Thesis. 


THE TULANE UNIVERSITY OF LOUISIANA 


Markets for and Methods of Marketing 
Louisiana Strawberries, by Claude L. 

7 Garaudy, August, 1952. Deposited in 

a College Library; Master’s Thesis, can 

be obtained through inter-library loan. 

, An Analysis of the Methods of Distribut- 

i. ing Black and White Roll Film in New 

oo Orleans and the Buying Habits In- 
volved, by Robert M. Tollman, May, 
1952. Unpublished manuscript; de- 
posited in College Library; Master’s 
Thesis, can be obtained through inter- 
library loan. 

A Study of a Union Motor Truck Termi- 
nal for New Orleans, by Gordon R. 
Mott, May, 1952. Deposited in College 
Library; Master’s Thesis; can be ob- 
tained through inter-library loan. 


THE STATE COLLEGE OF WASHINGTON 
Directory of Manufacturers, State of 
Washington, compiled cooperatively 
7 by the Division of Industrial Research 


and the Bureau of Economic and Busi- 
ness Research, pp. 91; $3. 


WASHINGTON UNIVERSITY 


Shoe Consumption Patterns Since 1935, 
Jurgis A. Bendikas. 

Supervision of Wholesale Auto Part 
Salesmen, Howard P. Bennett. 

A Comparative Study of Two Large Re- 
tail Shoe Chains, James F. Gehlert. 

Demand Determinants for Paint Pro- 
ducts, Melvin B. Spiegelman. 

The above unpublished graduate re- 

search projects are available from the 

Business School Library, Washington 

University, St. Louis, Mo. 


UNIVERSITY OF WASHINGTON 


A Survey of Business Training Programs 
Within Seattle; James Weber Wilson; 
completed July, 1952; copies will be on 
file at the University library; Master’s 
Thesis. 

From Democracy to Communism (con- 
tinued)—first part of this was published 
in March, 1952, issue of Pacific North- 
west Industry; Endel J. Kolde; May, 
1952; published in the May, 1952, issue 
of Pacific Northwest Industry, Bureau 
of Business Research, University of 
Washington; can be obtained by writ- 
ing to Pacific Northwest Industry, 
Bureau of Business Research, Uni- 
versity of Washington, 25, cents. 


UNIVERSITY OF WISCONSIN 


Prescription Pricing—A Technique De- 
veloped from a Study of Pricing Prac- 
tices among Pharmacists in the State of 
Wisconsin, William S. Apple; August, 
1952; published as a study of the Bu- 
reau of Business Research and Service 
of the School of Commerce; $1.15. 


WESTERN RESERVE UNIVERSITY 


A History of Industrial Advertising in 
America, John Robert McGinness; 
Master’s Thesis; obtainable from C. H. 
Cramer, Dean, Graduate School, West- 
ern Reserve University, School of Busi- 
ness, Cleveland 14, Ohio. 
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Legislative and Judicial Develop- 


ments in Marketing 


WILLIAM F. BROWN, Editor 
University of California, Los Angeles 


The most important recent developments in the 
legal framework within which marketing must func- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of deveiopments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest, (2) mew cases which consti- 
tute more or less routine reaffirmation of well estab- 
lished rulings, (3) decisions handed down by inferior 
courts which are likely to be reviewed by higher 
courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 


specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


I. REGULATION OF MONOPOLIS- 
TIC METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


III. REGULATION OF PRICE COMPE- 
TITION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Max- 
imum) 


IV. REGULATION OF CHANNELS OF 
DISTRIBUTION 
A. Operating Features of Marketing In- 
stitutions 
B. Relations Between Buyers and Sell- 
ers: Exclusive Dealing Arrangements, 
etc. 


V. REGULATION OF UNFAIR COM- 
PETITION 
A. Advertising 
B. Non-Advertising Promotional Meth- 
ods 
C. Trade-Marks and Trade Names 


A. Market Control 


1. Kobe, Inc. v. Dempsey Pump Co., 
198 F. 2d 416 (CCA 10, July, 1952), cert. den., 
73 Sup. Ct. Rep. 46 (October, 1952). 

Many of the more common techniques of 
creating and maintaining a monopoly are 
well illustrated in this action. Patent pool- 
ing, cross licensing, acquisition and suppres- 
sion of potentially competitive patents, and 
finally, threat of an infringement suit to dis- 
courage purchases of a competing product 
were employed by Kobe, Inc., to retain com- 
plete control of the production and sale of 
hydraulic pumps for oil wells. After over a 
decade of effort, the concern had managed 
by the mid-thirties to dominate the sale of 
pumps for deep or slant-drilled oil wells, 
chiefly by obtaining control of the compet- 
ing patents on hydraulic pumps. To per- 
petuate a monopoly position, particularly 
after the expiration of basic patents, how- 
ever, involves difficulties and hazards, as 
Kobe discovered. In 1948 the Dempsey 
Pump Co. began marketing a better and 
lower priced pump than that sold by its es- 
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tablished competitor. Dempsey sales in- 
creased rapidly for several months and gave 
promise of continuing to do so, until Kobe 
notified many potential pump buyers that 
it was undertaking an infringement suit 
against Dempsey, an announcement that 
drastically curtailed the latter’s sales. Demp- 
sey countersued, charging that Kobe’s use 
of its patents violated the Sherman Act and 
asking for treble damages. The lower court 
(affirmed by the Tenth Circuit Court and 
the Supreme Court) upheld this contention 
and awarded over one half million dollars to 
Dempsey and its distributor. It is becoming 
increasingly obvious that the misuse of pat- 
ents in order to extend a monopoly can be 
very expensive. 


2. I. D. Russell Co. v. Dr. Salsbury’s 
Laboratories, 198 F. 2d 473 (CCA 8, August, 
1952). 

The line between the legal use of a patent 
monopoly and its misuse is sometimes a fine 
one and the manner in which it should be 
drawn in order to serve best the public wel- 
fare is not always completely clear. This ac- 
tion is a case in point. Dr. Salsbury’s Labora- 
tories owned the so-called Mayfield-More- 
house patent which covered specific medici- 
nal preparations for improving growth and 
controlling coccidiosis in chickens. The 
preparations consisted of specific concentra- 
tion ranges of “3-nitro” and water. “3-nitro” 
is 3-nitro-4-hydroxy-phenyl-arsonic acid, a 
non-patentable chemical. Essentially, then, 
the patent represented a particular combina- 
tion of two unpatentable articles, “3-nitro” 
and water. The usefulness of this combina- 
tion for the treatment of chickens had been 
unknown and was discovered only after ex- 
tensive experimentation. As a matter of fact, 
no satisfactory method of controlling coc- 
cidiosis had previously been known; the dis- 
covery, then, was a very substantial contri- 
bution. 

Had the patentee marketed the product 
as patented it appears that no problem 
would have arisen. But the amount of “3- 
nitro” in the solution, though essential, was 
extremely minute, ranging from 0.0005, per 
cent to 0.035, per cent. To avoid the prohibi- 


tive cost of shipping a solution whose chief 
ingredient was water, the Laboratories pre- 
pared the “g-nitro” in pill or powder form 
and shipped it to users, together with direc- 
tions for adding the products to the required 
amount of water. When I. D. Russell also 
began selling similar products Dr. Salsbury’s 
Laboratories sued for patent infringement. 
Although the lower court upheld the pat- 
entee, the Circuit Court here refuses to do 
so, basing its position on the well estab- 
lished principle that a patentee cannot ex- 
tend the scope of his patent by requiring a 
user to buy unpatented materials from him 
in order to obtain the patented article. In 
this instance, so the court reasoned, Dr. Sals- 
bury’s Laboratories were in effect licensing 
users to make the patented product by mix- 
ing “3-nitro” and water under directions. 
To require users to buy the non-patentable 
“3-nitro” from them therefore was an illegal 
attempt to extend the scope of the patent. 
Such a conclusion appears to make it prac- 
tically impossible for the discoverer of such 
a product use to obtain monopolistic re- 
wards for his invention, however useful it 
may be. Inasmuch as the appellants were 
simply attempting to capitalize upon their 
admittedly unique and valuable idea and 
were not attempting to extend it beyond its 
true sphere of usefulness, the decision may 
seem somewhat harsh to many observers. 


C. Market Exclusion Tactics 


1. Hopkins v. Crantz, CCH 4 67,334 
(Mich. Sup. Ct., September, 1952). 

The purchaser of a going business, par- 
ticularly one in which goodwill might be as- 
sociated closely with the personality or skill 
of the proprietor, has often attempted to 
protect the competitive position of the estab- 
lishment he was buying by obtaining from 
the seller an agreement specifying that the 
latter would not engage in the same business 
in the same region for a period of years. 
However, such arrangements were fre- 
quently frowned upon as monopolistic in 
nature and unenforceable at law. In recent 
years some state legislatures have taken 
specific action to make such contracts valid. 
For example, the Michigan legislature 
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passed such a measure in 1948 (Mich. Stat. 
Ann. § 28.66), specifying that freedom of 
trade could be restricted by such a contract 
providing that its object was to protect 
a vendee in the furtherance of his busi- 
ness. The Michigan Supreme Court in this 
case upheld the application of the law to just 
such a situation. Hopkins and Crantz had 


‘been partners in a business of surfacing 


buildings with a simulated brick known as 
Brickote. Crantz, planning to retire, had 
sold his share of the business to Hopkins, 
and had contracted not to re-enter this kind 
of business (without a license from the par- 
ent company) for ten years. Within this pe- 
riod, however, he violated the agreement. At 
Hopkins’ request (first denied by a lower 
court and later granted upon appeal) the 
Michigan Supreme Court here affirms an in- 
junction ordering Crantz to cease engaging 
in this business. The decision directly cites 
the 1948 statute and notes that it gives ap- 
proval to such contracts, which therefore are 
binding and are not, as Crantz claims, 
against public policy because they are in 
restraint of trade. 


Ill. REGULATION OF PRICE COM- 
PETITION 


B. Resale Price Maintenance 


1. Shakespeare Co. v. Lippman’s Tool 
Shop Sporting Goods Co., 54 N.W: 2d 268 
(Mich. Sup. Ct., June, 1952). 

In the January, 1952, issue of this section 
attention was called to the decision of the 
lower court in this action, holding that the 
Michigan Fair Trade Act was unconstitu- 
tional insofar as it attempted to require 
non-signers to conform to price maintenance 
contracts. In this appeal from the earlier rul- 
ing, the Supreme Court of the state affirms 
the lower court position, apparently shut- 
ting the door on effective resale price main- 
tenance in Michigan. In arriving at this con- 
clusion the majority opinion reviews the 
rulings of high courts of other states and ad- 
mits that the weight of authority supports 
the constitutionality of the statute, but then 
goes on to state that it prefers to accept the 
position taken by the Supreme Court of 


Florida, namely, that the general welfare is 
not advanced by such laws and that hence 
they cannot be considered to be legitimate 
exercises of the police power. For the time 
being, then, Michigan and Florida, as well as 
Texas, Missouri, and Vermont (states which 
have no “Fair Trade” law), are jurisdictions 
in which uniform resale price maintenance 
is not generally practicable. 


2. Newburgh Moire Co., Inc. v. Su- 
perior Moire Co., Inc., 105 F. Supp. 372 
(D.C.N.J., June, 1952). 

This case is of interest because it reverses 
(at least temporarily) a widely accepted pol- 
icy with respect to a form of resale price 
maintenance that has been held to be legal 
at least since the decision of the Supreme 
Court in United States v. General Electric 
Company, 272 U.S. 476 (1926). The question 
involved is the right of a patent holder to 
specify the prices at which licensees may sell 
the product made under the licenses the 
patent holder has granted to them. In the 
past the position taken seems to be as fol- 
lows: A patent holder has been given a legal 
monopoly. If he himself produces the item 
he has the undoubted right to decide at 
what price to sell it. One of the important 
fruits of the patent position may be the 
monopoly price which he can obtain. If he 
allows others to make and sell it, he still 
should have the right to protect his monop- 
oly pricing position by controlling licensees’ 
prices. 

In this instance the Newburgh Moire Co. 
sought to enjoin the Superior Moire Co. 
from infringing on its patents; the latter 
countered by contending that the plaintiff's 
practice of requiring licensees to observe 
minimum prices constituted a misuse of the 
patent which rendered the licensing arrange- 
ment void and the patent invalid. The court 
reviewed the law on the matter and noted 
that in the past otherwise valid patents had 
been invalidated only when there had been 
an abuse of the patent privilege in the form 
of cross licensing, patent pooling, tying ar- 
rangements, etc. Then, surprisingly enough, 
the court admits that there has been no 
abuse in this instance, but goes on to rule 
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that contrary to the General Electric deci- 
sion, the arrangement is void because “.. . 
the patent laws were never intended to em- 
power the patentee to control the prices to 
be charged by its licensed competitors. Such 
a practice flies in the very face of the philos- 
ophy of the anti-trust laws and the system of 
free enterprise. . . .” (p. 376). If this posi- 
tion is upheld upon appeal or adopted by 
other courts generally, widespread changes 
in licensing programs may be expected. 


3. Schwartz v. Kelley, CCH § 67,314 
(Superior Ct., Fairfield Co., Conn., June, 
1952). 

Although one of the chief legal objections 
which has been levelled against the so-called 
Fair Trade Laws has been the fact that the 
non-signer clause compels a retailer to be- 
come a party to a price maintenance con- 
tract against his will, there are some groups 
who feel that the present laws do not go 
far enough in requiring universal conform- 
ity with the principle of uniform pricing at 
retail. For example, the usual Fair Trade 
measure still permits the manufacturer 
(brand-owner) to decide whether he wishes 
to adopt resale price maintenance or not, 
but in the alcoholic beverage industry the 
distributor has no such option in many 
states. Liquor dealer dissatisfaction arising 
from either the reluctance of distillers to 
adopt resale price maintenance or their 
lackadaisical attitude in enforcing it ap- 
parently has resulted in the adoption of 
mandatory resale price maintenance in Cali- 
fornia, Connecticut, Florida, Illinois, Ken- 
tucky, Louisiana, Minnesota, New Jersey, 
New Mexico, and New York. (The laws of 
Florida, Illinois, Louisiana, and New York 
have been held to be unconstitutional, but 
in Illinois and New York other measures 
were thereafter adopted. For a more detailed 
citation of cases see Commerce Clearing 
House Trade Regulation Reporter, Vol. 2, 
q 7375-) These statutes require every brand 
owner to establish minimum prices at which 
his products are to sell and then, to make 
enforcement of these prices more effective, 
the laws provide that a retail dealer who 
fails to observe the minimums so set may 


have his license to sell alcoholic beverages 
suspended or revoked! In some states, e.g., 
Massachusetts, fair trading is not mandatory 
but compliance with voluntarily established 
minimum prices is compulsory, that is, vio- 
lations may be punished by suspension or 
revocation of licenses. 

In the Schwartz case here reported the ap- 
pellant contended that he had not signed a 
contract to maintain prices and that under 
the Schwegmann decision he was not bound 
to observe such prices. But the court refused 
to accept this line of reasoning, pointing out 
that price maintenance in this industry was 
not a matter of voluntary contract but a re- 
quirement imposed by the state legislature. 
The liquor industry, of course, has been sub- 
jected to much more extensive controls than 
would be tolerated in the case of other in- 
dustries (it is to be hoped) but the pattern 
established here is one that might seem at- 
tractive to other groups in spite of the threat 
of extended governmental control which 
seems to accompany it. 


4. Also noted: 

(a) Rothbaum v. R. H. Macy & Co., Inc., 
CCH 4 67,311 (Sup. Ct., N. Y. State, App. 
Div., July, 1952), reverses a lower court de- 
cision (reported in the July, 1952, issue of 
this section), now ruling that a product 
made in New York and sold by a New York 
retailer nevertheless falls within the scope 
of interstate commerce (and the Schweg- 
mann decision) because both the producer 
and retailer are engaged in interstate trade. 


V. REGULATION OF UNFAIR COM- 
PETITION 


B. Non-Advertising Promotion 


1. Consumer Sales Corp. v. Federal 
Trade Commission, 198 F.2d. 404 (CCA 2, 
July, 1952). 

In recent years market researchers have 
been disturbed by an increasing number of 
high-pressure door-to-door salesmen who 
have passed themselves off as “survey work- 
ers” in order to gain entrance to prospects’ 
homes and overcome sales resistance. This 
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dishonest approach may succeed temporar- 
ily, but it increases the difficulties of bona 
fide investigators and salesmen many-fold. 
For this reason it is encouraging that the 
Federal Trade Commission has been com- 
pletely supported by the court in its action 
against the Consumer Sales Corporation. 
The two major executives (and sole stock- 
holders) of this company distributed din- 
nerware, glassware, and aluminum utensils 
by means of door-to-door salesmen. The lat- 
ter told housewives that they were engaged 
in a special survey for soap manufacturers 


and offered the prospect a “special reduc- 
tion” on the dinnerware, etc., if the house- 
wives would collect and send in box tops. 
Of course the housewives were really charged 
the regular prices for these items. In spite of 
the objections of the executives the court 
approved the Commission’s sweeping order, 
pointing out that it was perfectly proper 
that the petitioners should be prevented 
from adopting any variations in the basic 
scheme by mentioning different products, 
manufacturers, or prices, or making use of 
some other kind of “survey.” 
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EXECUTIVE TRAINING IN DEPARTMENT 
Stores, by Donald K. Beckley. (Boston: 
Simmons College, 1952. Pp. 62. No price 
given.) 

This interesting report was prepared to 
define store executive training, to describe 
actual programs, to consider decisions that 
must be made, to examine problems encoun- 
tered, to compare store executive with col- 
legiate professional training, and to recom- 
mend changes. It includes comments by de- 
partment store executives, excerpts from 
training programs, and appraisals by the au- 
thor. A principal objective has been to com- 
pare executive training in department stores 
with professional training in retailing by 
colleges and universities. 

Executive training is defined as “basically 
any program of training for executives or 
prospective executives carried on under the 
direction of a store,” but the report deals 
only with programs “that are organized and 
include some group instruction.” These are 
of two major types, training squads, and in- 
dividual on-the-job training. The former is 
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suited to the largest stores with frequent 
vacancies on the junior executive level, the 
latter to smaller stores or those with a low 
executive turnover. Usually, on-the-job ex- 
ecutive training does not begin until an 
opening is fairly certain. Both types use 
present store employees as well as recruit 
college graduates, with the training squad 
making greater use of the latter. This leads 
to certain problems, including an apparent 
conflict with the store’s “promotion from 
within” policy, antagonism by regular em- 
ployees, and assignments of trainees to per- 
manent positions before their training is 
completed. These and similar problems are 
concisely covered in the report. 

Those of us in marketing who desire to 
improve collegiate training for retailing may 
rightly share the author’s concern over three 
findings: (1) the large number of executive 
trainees employed who have had no college 
courses in retailing, (2) the low appraisal 
placed by store employers on collegiate re- 
tail training, and (3) the discouraging insist- 
ence that our retailing graduates suffer 
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through second- or third-rate lectures by 
store executives on basic retailing subjects 
that they mastered far better before gradua- 
tion. Unfortunately, these findings have 
been common knowledge to college profes- 
sors of retailing for a long time, as a result 
of surveys and experience throughout the 
country. The report does emphasize these 
points as well as the lack of standard termi- 
nology in naming so-called executive train- 
ing courses. 

In addition to job assignments, the report 
describes three major types of classroom 
training included in most programs, and 
justly criticizes them for overemphasis on 
(1) what to do without any understanding 
as to why, (2) failure to utilize more modern 
teaching devices, such as visual aids, and (3) 
the low level of most executive lectures. 

With reference to experience and class- 
room training wide variations are noted 
among programs on all points: time, con- 
tent, quality, and so on. In many programs 
special courses are provided for executive 
trainees, with leadership, store operation, 
mathematics, forms and control, advertis- 
ing and display as the most popular subjects. 
Both J.1.T. and J.R.T. are stressed in many 
of these courses. 

In comparing store and college training, 
the author recognizes the different objec- 
tives of each institution, but makes a good 
point (p. 53) in favor of collegiate training 
for the responsibilities of business in our 
free enterprise economy. The following 
recommendations for improvement are elab- 
orated in the report: (1) The subject matter 
of executive training should be standard- 
ized; (2) More emphasis should be given in 
executive training courses to basic retail- 
ing subjects in contrast to operating details; 
(3) The types of classroom training avail- 
able for store executive training should be 
more precisely classified; (4) Executive 
training sessions should be reorganized for 
more efficient use of trainee time; (5) Store 
executive training programs should be re- 
organized to make more effective use of ma- 
jor executive participation; (6) Collegiate 
programs in retailing and store executive 
training programs should collaborate more 


closely in taking advantage of the good 
features each can provide. 

Stores sponsoring training programs, col- 
legiate schools of retailing, and prospective 
executive trainees should all find this re- 
port worthy of careful study. 


PEARCE C. KELLEY 
University of Oklahoma 


PuBLIC RELATIONS: PRINCIPLES AND PROB- 
LEMS, by Bertrand R. Canfield. (Home- 
wood: Richard D. Irwin, Inc., 1952. Pp. 
492. No price given.) 


The term public relations, once merely a 
euphemism for press agentry, is now gen- 
erally used with the broadest connotation. 
However, the teaching of public relations 
in our universities still remains largely in 
the hands of the schools and departments of 
journalism. Even in its expanded range the 
journalists are usually best equipped to pre- 
sent the subject. Assuming an institution 
that deserves good public relations, the tech- 
niques for attaining them are the techniques 
of communication and communication is 
the forte of the journalist. It is, therefore, of 
special interest that Professor Canfield, 
whose background is not journalism but 
selling and sales management, has written 
the most acceptable text now available in 
the field of public relations. 

Professor Canfield brings to his subject 
a keen appreciation of the management 
point of view and an understanding of pub- 
lic relations as a management problem 
rather than as a mere collection of tech- 
niques in communication. The book is 
divided into two main parts. In the first part 
the various “publics” are described with 
which all institutions must be concerned. 
Eleven groups such as employees, stock- 
holders, consumers and suppliers are pre- 
sented as separate “‘publics” each of which 
presents its own peculiar problems in the 
area of public relations. In the second part 
the “tools” of public relations are presented 
and discussed including such topics as press 
publicity, advertising, oral communication 
and special events. This organization per- 
mits the author to approach each topic from 
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the management point of view without over- 
simplifying the complex subject matter. At 
the same time it is a framework to which he 
can attach scores of practical examples of 
methods, which have been used successfully 
by particular institutions, without losing his 
readers in a mass of detail. 

The problems at the end of each chapter 
are excellent. They are carefully and con- 
cisely written. They are well selected so as 
to be coordinated with the text. A consider- 
able bibliography is appended but it is pre- 
sented alphabetically by authors and is not 
classified or annotated. There is an adequate 
index. 

H. KRAUSKOPF 


Ohio University 


THE ELEMENTS OF MARKETING, 5th edition, 
by Paul D. Converse and Harvey W. 
Huegy, with the collaboration of Robert 
V. Mitchell. (New York: . Prentice-Hall, 
Inc., 1952. Pp. 968. No price given.) 


In general, the new edition is organized in 
essentially the same manner as the previous 
edition of this well-known marketing book. 
The materials throughout the book have 
been revised carefully and brought up to 
date. Many of the chapters have undergone 
major changes, with the discussion of subject 
matter being expanded or contracted in the 
light of new developments. But the over-all 
emphasis has not changed significantly. 

Particular attention is called to an in- 
teresting change in the introductory section. 
The third chapter of the previous edition, 
entitled, “The Development of Marketing 
Methods” sets forth a brief history of 
Marketing. This has been replaced with 
a chapter on “Trade Movements,” which 
includes a brief consideration of interna- 
tional trade as well as a discussion of re- 
gional trade movements, movement of 
wholesale trade, and movement of retail 
trade. A few pages are devoted to national 
income, personal income and disposable 
income, but there is no evidence that the au- 
thors have tried to develop an over-all na- 
tional income approach or theme through- 
out the text. In certain parts of the book, 


particularly in a chapter on retailing, the au- 
thors devote considerable attention to Man- 
agement considerations. For example, there 
is a short discussion of “Management of 
Stock,” “Choice of Retail Store Location,” 
“Personnel Management” and “Compen- 
sation.” Teachers who find it necessary or 
desirable to restrict course coverage more 
directly to the economics of marketing may 
wish to omit certain of these materials and 
to inject others, particularly in regard to 
gross national product analysis. 

Considerable amounts of detailed census 
data are published in an appendix. This 
should prove extremely useful in connec- 
tion with written projects. Many of us like 
to have our students work with census data, 
but find that limited library materials make 
it impossible for them to use original 
sources. 

SCHUYLER F. OTTESON 


Indiana University 


EFFECTIVE PuBLIC RELATIONS, by Scott M. 
Cutlip and Allen H. Center. (New York: 
Prentice-Hall, Inc., 1952. Pp. 502. No 
price given.) 

This book is intended to accomplish a 
three-fold task: provide a fundamental ap- 
proach to and a comprehensive coverage to 
the practice of public relations; meet the 
need for a teachable and learnable text in 
this field; and expose in sharp outline the 
role of the practitioner as it is determined 
in actual practice. The authors (happily, a 
teacher and a practitioner) have succeeded 
in this extensive assignment. 

Putting first things first, Part One, “The 
Perspective,” defines terms and explains 
definitions, traces the history of public re- 
lations, commendably emphasizing the near 
past and high-lighting the effect of person- 
alities on its development, and shows how 
the American environment of increasing 
interdependence and complexity has cre- 
ated a need for public relations. Also, in 
this section, the authors explore the mean- 
ing of the concept “public opinion” in con- 
crete, workable terms. 

Part Two deals with the process of pub- 
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lic relations: determining the facts, plan- 
ning, and communicating. Public relations 
is a two-way street. It must facilitate and 
evaluate the flow of opinions, attitudes, 
ideas, and reactions from all persons con- 
nected with the acts and policies of an or- 
ganization; it must bring these opinions, 
attitudes, ideas, and reactions to bear on 
the policies and programs of the organiza- 
tion so that the plotted course will serve the 
mutual interests of all concerned; finally, 
it must explain and dramatize to all those 
who may be affected and whose support is 
essential to the success of the organization. 
Additionally, this portion of the book de- 
scribes the tools of public relations, com- 
pares the independent counselor with the 
staff director and suggests the value of a 
working combination of both, and inte- 
grates public relations with the other func- 
tions of the organization. 

The next two sections are essentially “how 
to” manuals. Part Three deals with an or- 
ganization’s internal and external publics 
and emphasizes the means of communica- 
tion to these publics. Part Four analyzes 
public relations work in ten fields from in- 
dustry to churches to the military and con- 
cludes with a series of briefed case studies 
or “vignettes.” 

Part Five, “New Horizons,” discusses per- 
sonal equipment and the potential profes- 
sion of public relations. The authors realis- 
tically state that public relations requires a 
mature practitioner, but they also suggest 
practical break-in jobs. There is the ubiq- 
uitous enumeration of characteristics of a 
profession; beyond that, there is a sensible 
discussion of present professional deficien- 
cies. It is to the authors’ credit that they 
speak of the profession of public relations 
as a goal rather than as an accomplished ob- 
jective. 

The book holds the reader’s interest; the 
vocabulary is excellent. The structure of 
the presentation is logical and consistent, al- 
though the minor subtitles are somewhat 
confusing and incomplete. Direct quota- 
tions are profuse but they are not distract- 
ing. The lack of a bibliography is largely 
compensated by extensive footnotes; the 


authors are scrupulous in their documenta- 
tion. As a textbook, some might criticize 
the omission of questions. There are others, 
however, who doubt their value as a teach- 
ing aid. The grouping of case studies in one 
section is helpful as is their uniform pres- 
entation (problem, program, evaluation). 
Some twenty-six cases are found on twenty- 
two pages; the writers determined on variety 
rather than detail. This choice is open to 
some question since the continuity and in- 
tegration of public relations practice are not 
clearly illustrated. 

Regarding content, objectivity is the 
word. In recounting the history of public 
relations, the authors have allowed the chips 
to fall; there has been no “white wash.” 
This is a harsh discipline for men writing 
about their life interest. Likewise, in view- 
ing the future, they have given impartial 
treatment to the weaknesses as well as the 
strengths of public relations. However, in 
making the transition from what has gone 
before to public relations as it is carried on 
today, the authors should have devoted 
more attention than they did to the rising 
sense of social responsibility in the public 
relations field. After being exposed to the 
rather numerous examples of questionable 
means and ends so frankly set forth in the 
introductory pages, there is a lingering sus- 
picion in the reader’s mind that all is not 
yet sugar and spice. 

The book should have special appeal to 
the public relations teacher; it is primarily 
analytical and secondarily descriptive; it 
stimulates thought. The work is of general 
interest to all marketing people for it brings 
a new and refreshing approach to many of 
our marketing concepts and techniques. It 
is of special interest to marketing research 
people for two reasons: the chronological 
development of public relations parallels 
that of marketing research in several re- 
spects—recognition as a livelihood, publica- 
tion of first books, insertion in college cur- 
ricula; current considerations of profession- 
alism; specifically, Chapter 4 on public 
opinion, Chapter 5 on fact finding, Chapter 
g on the independent counselor and staff 
director, and Chapter 10 on integrating the 
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function have many ideas capable of direct 
application to the marketing research field. 
To manufacturers and their marketing ex- 
ecutives the chapter on trade relationships 
is significant. Public relations and advertis- 
ing executives will, of course, recognize its 
value. 
This is a milestone book in its field. 


J. M. RATHMELL 
Cornell University 


HuMAN RELATIONS IN ADMINISTRATION, by 
Robert Dubin. (New York: Prentice-Hall, 
Inc., 1951. Pp. 573. No price given.) 


This interesting selection of readings and 
cases seeks to integrate two important fields 
—administration and sociology. The prob- 
lem centers around an understanding by 
the administrator of the human and social 
elements in the operation of an industrial 
enterprise. In his efforts to obtain a smoothly 
functioning coordination of separate in- 
dustrial tasks the administrator must con- 
tend with the social structure that permeates 
the organization in the guise of hidden 
stresses and strains. The social structure 
may take any of three major forms—per- 
sonal alignments, group attachments, and 
collective feelings. Thus an appreciation of 
these informal alignments, as well as an 
understanding of how to deal with them, 
are essential goals in the development of 
administrative ability. 

The author hopes these goals may be 
achieved by a study of selected readings 
covering twenty-one major topics in admin- 
istration, followed by discussion of the 
forty-seven cases presented to illustrate ap- 
plications of principles and concepts de- 
veloped in the readings. Topics covered in 
the readings include: (1) education for ex- 
ecutives, (2) organization as a social system, 
(3) motivation of organization activities, 
(4) informal organization, (5) informal 
organization: structure and processes, (6) 
organization office, (7) the executive, (8) 
specialists, (9) foremen, (10) bureaucracy, 
(11) power, (12) authority, (13) decision- 
making, (14) leadership, (15) status, (16) 


subordination, (17) control, (18) communi- 
cation, (19) technology and human rela- 
tions, (20) organization fictions, (21) hu- 
man relations in the navy. 

Selection of subject fields for both read- 
ings and cases is broad, including industrial, 
commercial, professional, educational, gov- 
ernmental, military and many other areas 
of organized activity. Four fields receive 
major attention—industrial relations, busi- 
ness management, sociology, and public ad- 
ministration. Within the various chapters 
each of the readings is preceded by intro- 
ductory comments that explain why the 
particular article was selected and the major 
points it seeks to develop. 

Professor Dubin recognizes that he is 
dealing with an exceedingly difficult and 
complex subject. His conviction is that 
theory is practical and administrative ability 
can best be developed by a thorough under- 
standing of fundamental principles accom- 
panied by illustrations of their application 
in actual cases. His book is intended to fur- 
nish the experienced administrator with a 
body of fundamental principles, and the 
less experienced student with case illustra- 
tions of the application of principles he has 
studied. 

No statement is made as to the level of 
college courses for which the text is recom- 
mended. In the reviewer’s opinion it would 
be better for advanced senior or graduate 
students who already have had considerable 
background study of management, market- 
ing, economics, psychology and sociology. 
In this capacity it might well serve as a co- 
ordinating course text-casebook. It is not 
a book to be skimmed lightly. Careful study 
of all the readings will more than repay the 
effort. 

Part II of the book contains an introduc- 
tion to the cases and suggestions regarding 
their use. Following the first case, twenty- 
five pages are devoted to the presentation of 
verbatim recordings of its discussion in two 
of the author’s classes. For those who have 
not used the case discussion method, this 
presentation should introduce them to what 
may be expected. 
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In the reviewer’s opinion, Professor Du- 
bin’s book is a valuable addition to the pub- 
lished works in the field of human relations 
in administration. 

PEARCE C. KELLEY 


University of Oklahoma 


ADVERTISING AT THE Crossroaps, by Max A. 
Geller. (New York: The Ronald Press 
Company, 1952. Pp. 335. $5.00.) 

In this book, sub-titled “Federal Regula- 
tion vs. Voluntary Controls,” the author 
seemingly attempts to accomplish four pur- 
poses, namely: (1) to point out that adver- 
tising, which has become “big business,” is 
today facing very stern scrutiny by the 
various federal regulatory and _ judicial 
bodies and an ominous storm of public 
criticism because of certain abuses; (2) to 
show that, if advertisers, agencies and media 
do not adopt mature self-regulation, adver- 
tising will be subject to increasingly strin- 
gent public regulation; (3) to indicate that 
advertising, because of its size and position 
as “big business,” must now be appraised 
in the light of national policy and public 
interest, and hence should not be increasing 
expenditures to expand demand at a time 
when the government is adopting various 
programs to combat inflation, but should 
regulate expenditures to aid in controlling 
inflation and deflation; and (4) to present 
his suggested solutions for the above situa- 
tions in the form of proposals for self-regu- 
lation, and additions to and changes in 
governmental controls over advertising. 

In his presentation of the problem, and 
his suggested solution, the author divides 
his book into eight chapters. In the first 
chapter, “The Advertiser and the Con- 
sumer,” the author discusses briefly the 
position of the advertiser and the consumer 
with respect to advertising and its purposes, 
and points out that the consumer is at some- 
what of a disadvantage, and hence does need 
some protection against abuses by the ad- 
vertiser. He stresses the fact that advertising 
has become “big business,” since the annual 
advertising expenditures have increased 
from $95,000,000 to more than $6,500,000,- 


ooo in the last fifty years. He goes on to 
stress that, as a result of its tremendous im- 
pact on our economic and social structure, 
advertising must now be appraised in the 
light of national policy and public interest. 
Since, in recent years, public policy has been 
directed toward combating inflation, he in- 
dicates that advertising expenditures should 
be curtailed, so as not to increase demand 
at a time when it is thought ordinary de- 
mand will outrun the supply of consumer 
goods; and, in turn, expenditures should 
be increased in the future when a recession 
is imminent, thus helping materially to 
stabilize our economy. 

Chapter 2, “Advertising Media,” in a brief 
discussion of the development and present 
status of the major advertising media, points 
out the significance of their impact on the 
public, and the tremendous power they can 
exert for good or evil on the public and 
public welfare, and hence the need for con- 
trols of some type to insure the protection of 
the public interest. Chapter 3, ““The Ad- 
vertising Agency,” traces briefly the devel- 
opment of the advertising agency, its posi- 
tion in the advertising picture today, and 
the codes of conduct under which agencies 
operate. The author feels that the advertis- 
ing agencies wield a tremendous power be- 
cause of the great expenditures they control 
and place with various media. The purpose 
of these two chapters is to paint the back- 
ground of the advertising picture as it exists 
today, to indicate the great power inherent 
in advertising and media to influence public 
opinion, our economy, and the public wel- 
fare, and hence the need for controls, either 
governmental or voluntary, or a combina- 
tion of both. These chapters also point out 
that national advertising, as a major factor 
in our economy and social life, is a compara- 
tively recent phenomenon, and so the de- 
velopment of federal regulation must be 
considered in the light of this recent devel- 
opment. 

The next four chapters of the book cover 
the constitutional sources of the govern- 
ment’s regulatory powers over advertising, 
and the various regulatory bodies that do 
currently exercise controls over advertising. 
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Chapter 4, “Constitutional Sources of Fed- 
eral Regulatory Power,” considers the con- 
stitutional provisions upon which Congress 
bases its power to regulate advertising, in- 
cluding the postal power, the taxing power 
and the general welfare clause, and the 
power to regulate interstate commerce. 
Supreme Court decisions affecting federal 
legislation under these powers are traced, 
showing the broadening interpretations of 
the Constitution which have made it pos- 
sible for Congress to deal with advertising 
and its regulation. 

Chapter 5, “Advertising and the Mainte- 
nance of Competition—the Federal Trade 
Commission,” traces the development of 
legislation aimed at maintaining fair com- 
petition, culminating in the establishment 
of the Federal Trade Commission. In this 
chapter the author cites and discusses at 
some length the Supreme Court decisions 
delineating the powers of the Federal Trade 
Commission, and the interpretations lead- 
ing to the acceptance of Federal Trade Com- 
mission jurisdiction over advertising under 
the Federal Trade Commission Act. He then 
outlines the major provisions of the 
Wheeler-Lea Amendments to the Federal 
Trade Commission Act, and the additional 
power over advertising granted to the FTC 
by these provisions. The author then goes 
on to describe the administrative procedure 
followed by the Commission in handling 
advertising cases. In his conclusions regard- 
ing the work of the FTC, the author states 
that the FTC is not sufficiently armed to 
wage a successful campaign against the 
forces of bad advertising because of its lack 
of personnel and funds, the time required 
to stop a false or deceptive advertisement 
under present complaint procedure (about 
180 days at a minimum), the requirement 
that the Commission must sustain the bur- 
den of proof as to the falsity of the respond- 
ent’s advertising, and the lack of funds for 
hiring needed experts to bolster its limited 
staff. His chief recommendations for over- 
coming these shortcomings are: increased 
appropriations for the FTC by Congress; 
the codification and enactment into penal 
statutes of the unfair and deceptive advertis- 


ing practices developed to date by the Com- 
mission (which he feels would cover virtu- 
ally all that advertisers could devise); 
granting the Commission power to make 
rules which will have the force and effect of 
law; granting the Commission injunctive 
power not subject to a sixty-day appeal 
period; and extending the Commission’s 
powers to reach all advertising practices, 
rather than limiting it to the advertising of 
food, drugs, cosmetics, and devices. 

In Chapter 6, “Advertising and the Pub- 
lic Interest—the Federal Communications 
Commission,” the author traces the develop- 
ment of federal regulation of radio culmi- 
nating in the establishment of the FCC, 
and the work of the FCC in regulating the 
quality and quantity of advertising on radio 
and television. 

Chapter 7, “False, Misleading and Ob- 
scene Advertising,” is concerned primarily 
with the powers of the Post Office Depart- 
ment over advertising stemming from its 
power to exclude from the mail advertising 
of lotteries, fraudulent schemes, and ob- 
scene matter. Some time is spent on Su- 
preme Court decisions delineating the 
meaning of “obscene” and “fraud.” In this 
chapter is also included a discussion of the 
powers of the Federal Alcohol Tax Unit to 
control advertising of alcoholic beverages. 

Chapter 8, “Observations and Conclu- 
sions,” contains a resumé of the develop- 
ment of federal regulation of advertising, 
and then cites a number of the orders issued 
by the FTC during 1951. It calls attention 
to the fact that many of these orders against 
deceptive practices were directed against 
leading advertisers (including some of the 
largest of the drug and tobacco companies), 
and that these accounts are handled by the 
most responsible and respectable of the ad- 
vertising agencies. These facts when con- 
sidered in connection with the fact that 
many cases are not detected by the FTC, and 
also that the Commission has no jurisdic- 
tion over advertising which may be in the 
worst possible taste from the public view- 
point but yet is not legally fraudulent, com- 
bined with the mounting wave of public 
criticism of advertising, is giving serious 
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concern to all those who believe in the very 
important part which advertising can and 
should play in our economic system. The 
most important aspect of this public criti- 
cism of advertising is that much of it is 
coming, not from critics of our economic 
system and hence natural critics of adver- 
tising, but from friends of business and our 
present economic system. One of the au- 
thor’s recommendations is that in addition 
to advertisers and advertising agencies, the 
media carrying the advertising should also 
be included in the complaints by the FTC, 
and should be made respondents in pro- 
ceedings against false and deceptive adver- 
tising. Then, if guilty of repeated violations, 
periodicals could be denied the second-class 
mailing privilege, and radio and television 
stations could be put out of existence by 
denial of the renewal of their licenses. He 
feels this measure necessary, although he 
would favor voluntary codes, such as that 
adopted by television and independent sta- 
tion owners on March 1, 1952. 

The author also believes some action 
should be taken to restrict the amount of 
money spent on advertising at the present 
time, in view of his belief that present high 
expenditures tend to negate efforts by the 
federal government to prevent a disastrous 
inflation. He points to the suggestion by the 
Joint Committee on the Economic Report 
in 1951 that a tax on advertising would be 
one of the most desirable excise taxes to 
adopt to aid in restraining inflation. One 
possible voluntary action for regulating the 
amount of advertising and integrating its 
use with the national purpose and welfare 
would be to do as the British did in 1947, 
adopt a voluntary scheme for the limita- 
tion of advertising expenditures as a substi- 
tute for the tax on advertising. The author, 
however, seemingly favors another approach 
to prevent advertising from threatening the 
National effort to curb inflation, and that is 
a law limiting the amount advertisers be 
permitted to expend for advertising. The 
general outline of the legislation would be 
to limit the amount currently spent for ad- 
vertising that could be deducted as a busi- 
ness expense for tax purposes, but permit- 


ting tax-free reserves to be set aside which 
would be available to be spent for advertis- 
ing at a future time designated by Congress 
when there is need to stimulate business to 
prevent deflation. The over-all purpose 
would be at all times to integrate the ad- 
vertising expenditures with national policy 
and national welfare. 

The author’s final recommendation is 
that Congress place under “‘one administra- 
tive bureau the regulation, supervision, and 
control of advertising in all its phases,” and 
that the Federal Trade Commission is 
probably the best-suited to be this over-all 
regulatory body. 

The author has done a good job of point- 
ing up the significant place advertising occu- 
pies in our present economic life, and the 
dangers resulting from abuse of advertis- 
ing by a rather significant segment of the 
industry. He has also done a fine piece of 
work in tracing the development of regula- 
tion of advertising by the various govern- 
ment agencies that control certain aspects 
of advertising and media, and the Court de- 
cisions that have played such an important 
part in that regulatory development. 

There is some doubt in the reviewer's 
mind that the author’s suggested solutions 
are the final answers to the problems as the 
author sees them. Various voluntary codes 
and standards are currently in effect; it is 
doubtful that additional efforts along this 
line would achieve any greater immediate 
success. However, if they would achieve 
sufficient success to forestall unduly re- 
strictive legislation, they would be worth- 
while attempting. His suggestions for 
broadening the fields covered by the FTC, 
speeding up the enforcement of their de- 
cisions, and increasing appropriations and 
personnel to permit more thorough enforce- 
ment are undoubtedly meritorious, and 
would do much to reduce the practices now 
bringing down so much condemnation on 
advertising as a whole, by both foes and 
friends of our present economic system. 
However, there is considerable doubt, from 
several standpoints, as to the advisability 
of his recommendation that the FTC be 
given power to make rules which would 
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have the force and effect of law. 

In the reviewer’s opinion there is also 
grave question as to the feasibility of one of 
the author’s main theses, that of the integra- 
tion of advertising with the national wel- 
fare and economy. There is still considerable 
doubt in many minds that advertising has 
as great power as the author believes in be- 
ing able to influence consumption so di- 
rectly as to be a controlling factor in allevi- 
ating the swings of the business cycle. 
Granted that advertising is capable of 
wielding such power, there is still the ques- 
tion whether government agencies (or pri- 
vate, for that matter) have the ability to 
forecast sufficiently accurately the stages of 
the cycles so that they could properly tell 
business when and how much to spend for 
advertising. These proposals for “integrat- 
ing advertising with the public welfare” are 
thus fraught with many practical difficulties 
in execution, in addition to the dangers 
some would see in extending government 
controls one further step into the operations 
of a private business. In making this recom- 
mendation, as well as others, the author’s 
analysis of the practicality of the solutions, 
and their possible effectiveness and results, 
appears rather superficial. 

However, members of the American Mar- 
keting Association will find this book in- 
teresting and informative reading. On the 
whole, it is well-written and well-docu- 
mented. Although most members would 
probably question a number of the author’s 
ideas and suggestions, and feel they deserve 
more thorough and penetrating analysis, 
they would find the book a thought-pro- 
voking work, and well worth the reading. 


ARTHUR KROEGER 
Stanford Graduate School of Business 


Stores, MERCHANTS AND CusTOMERS, by Lew 
Hahn. (New York: Fairchild Publica- 
tions, 1952. Pp. 341. $5.00.) 

Out of an experience of “forty years of 
continuous contact with thousands of re- 
tailers, large and small,” (preface) the au- 
thor of this book sets out to present a broad 
concept of retailing. The reader is warned 


that he will find little of retailing statistics, 
reproduced forms, or an explanation of 
how to operate a retail establishment. 
Rather, he will find here a “philosophy of 
retailing.” 

Basic to the “philosophy of retailing” is 
the competitive system. An economy “should 
be free of every artificial device which limits 
its main driving force—competition.” (p. 
279). Competition must be individual in 
nature instead of group, and in a major 
sense the emphasis should be on price, 
rather than on quality or service. 

Mr. Hahn believes that competition is 
inherent in retailing and prevails in it to a 
greater degree than it does in other seg- 
ments of the economy. He views with alarm 
the encroachment of manufacturers and 
the government. The manufacturer “con- 
trols the nature and quality of his own 
product . . . may introduce into it features 
which he believes to be so compelling that 
consumers will gladly pay higher for it” 
. . . or is “in possession of a patent monop- 
oly.” (p. 36) However, there is little “which 
is in any degree exclusive to the retailer.” 
(p. 30) Government regulation is con- 
demned, “the hand of the government con- 
trol is the hand of paralysis and death.” 
(p. 28) 

The book contains thirty-five short chap- 
ters. In the first five chapters the author 
presents a philosophy of business and re- 
tailing. The “inferiority complex” which 
traditionally attends retailing is decried, 
and retailing is viewed as a “noble profes- 
sion, and one which should attract the finest 
type of men and women as a field in which 
their loftiest ideals may be served.” (p. 9) 

In chapters six through eleven, the re- 
tailing functions are given and a philosophy 
of retailing administration developed. Mr. 
Hahn believes selling to be the most im- 
portant retail function. “The really criti- 
cal spot is where sales are made,” (p. 96) and 
“too few higher-ups really know very much 
what their selling people are doing.” (p. 99) 
Reliance upon tests as devices for selecting 
retailing personnel is doubted, “it is highly 
probable that some of the most impressive 
figures now in the retail world might have 
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been denied jobs in retailing if they had 
been required to take some of these tests.” 
(p. 109) 

In chapters twelve through twenty-eight, 
the author lists some basic merchandising 
principles. Sharp criticism of modern prac- 
tices is stressed. Retail salesmanship is the 
“art of compromise.” (chap. 12). “Learn 
the art of inducing consumers to compro- 
mise, which often is merely helping them to 
clear their own thoughts, and you will be 
doing good which will find its way through 
almost every stratum of American life.” (p. 
117) The chief limitation to high level per- 
formance is the salesmen’s lack of informa- 
tion about the merchandise and consumer. 
Management is said to be largely responsible 
for this condition. 

Systemized and impersonal methods are 
viewed as deadening influences infringing 
upon a more desired reliance on individual 
and personal observation and creative ini- 
tiative. “I sometimes wonder whether we 
do not have too much system and not enough 
individual initiative and self-reliance in 
stores . . . system is valuable only so far as 
it serves to extend the arm of management 
into places which otherwise would not be 
reached” (p. 216) expresses the tone of the 
author’s view. Minute departmentization, 
smali buyers, lack of over-all perspective, 
and lack of articulation between merchan- 
dise managers and buyers are said to con- 
tribute further to this condition. 

Retail advertising is severely criticised. 
Much that appears is “the type of advertis- 
ing which has no other objective except to 
induce customers to come to the store by im- 
plying that they can obtain something which 
the advertiser knows full well will not be 
available.” (p. 162) The value of emotional 
appeals is questioned as seeming to “over- 
look the indisputable fact that to a very 
large proportion of the public, price has to 

a major consideration.” (p. 163) The 
author recommends “‘a more natural use of 
advertising, and more careful consideration 
in aiming the merchandising and advertis- 
ing promotion at the classes of trade which 
the store desires to attract.” (p. 170) Mark- 
downs “are taken to move goods” and 


“should be accompanied by some plan to 
move the goods.” 

The problem of returned goods is viewed 
as the fault of retailers . . . “the important 
returns are the wholly reasonable ones, the 
ones which could have been eliminated if 
the customer and the sales person had been 
just a little more careful, if the store’s buyers 
had done a better job . . . for the majority 
of these returns the store itself has been re- 
sponsible.” (p. 202) 

Special sales have their place if “based on 
sound merchandising policies” (p. 226), but 
the author asserts that “the special sale idea 
in a great many department stores is over- 
worked.” (p. 217) Consumers “‘judge you by 
what they experience in the transaction 
with your store” . . . , despite “grand state- 
ments expressed in what the retailer hopes 
may be effective advertising.” (p. 225) 

In chapters twenty-nine through thirty- 
four, one finds a vigorous and stimulating 
denunciation of resale price maintenance, 
national branding, and other restraints 
which the author views as circumscribing 
free competition at the retail level. The 
merits of fair-trade laws and price mainte- 
nance “should depend on whether or not 
one is sincerely committed to the American 
principle of free enterprise.” (p. 267) Manu- 
facturers are indicted for branding, avoid- 
ing price competition by follow-the-leader 
tactics. Resale price maintenance is “the 
uncontrolled and priceless privilege .. . 
accorded to manufacturers who perform(ed) 
nothing more than placing their names or 
brands on merchandise which they sell to 
someone else” (p. 269). . . . “Perhaps some 
day we may recognize that the efforts of 
some manufacturers and some retailers to 
legalize the fixing of prices on branded 
articles was, in part, one of the opening 
skirmishes in the changing of our free enter- 
prise system to some form of controlled 
economy.” (p. 279) From a critical analysis 
of retail operating costs emerges the con- 
clusion that there is no reliable basis for a 
“common retail price based upon costs,” 
hence price differences are evidences of 
healthy competition. 

The reader is somewhat disappointed as 
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the book is ended with retailing being made 
synonymous with “the department store 
idea.” One wonders how the author could 
give such a vigorous exposal of free compe- 
tition and, at the same time, ignore the in- 
dictments which are continuously being 
hurled at chain, co-operative, and mail-or- 
der retailing for their alleged monopolistic 
tactics. 

Nonetheless, this book is a definite contri- 
bution to the literature of retailing. Al- 
though somewhat biased in the direction of 
department store retailing, the vigorous 
promotion of free competition and the role 
of retailing in its perpetuation lends to it 
rather universal application. Students of 


_marketing will find it stimulating, refresh- 


ing, and in spots quite provocative. 
L. F. MANHART 
Bowling Green State University 


INDUSTRIAL PROCESS CONTROL BY STATISTICAL 
METHops, by John D. Heide. (New York: 
McGraw-Hill Book Company, Inc., 1952. 
Pp. 297. $6.00.) 


This is a useful addition to the rapidly 
growing volume of literature in the field of 
statistical quality control. It is almost en- 
tirely concerned with the application of 
statistical methods to the improvement and 
control of the quality of material as it goes 
through the manufacturing process. 

The statistical methods involved here are 
rudimentary; the emphasis throughout is on 
the practical problems connected with the 
installation and operation of a quality con- 
trol program. Here the author is clearly on 
familiar ground, and there is an abundance 
of good examples from his experience in the 
United States Rubber Company. 

As for details: the text material deals with 
the presentation of quality data in table and 
chart form, calculation of simple functions 
such as the mean and standard deviation, 
graphical interpretation of these qualities, 
properties of the normal distribution, some 
features of the sampling distributions of 
the mean, the standard deviation, the range, 
the fraction defective, and the number of 
defects, the setting of control limits includ- 


ing those suggested by Sealy, remarks on tol- 
erances, a good discussion of the economic 
aspects of a quality control program, the ap- 
plication of all the preceding to process data, 
a good section on the problems of installa- 
tion and administration, a rather original 
chapter on quality reports and rating, a dis- 
cussion of the calculation of standard errors, 
including the case of several sources of error. 
Questions and problems are to be found at 
the end of each chapter. There are also sev- 
eral appendices in which are found slightly 
more technical discussions of the statistical 
methods described earlier. 

It cannot be said that this book differs sub- 
stantially, either in the nature of the ground 
it covers or in quality, from a number of 
other books which have appeared during the 
past five years. But it is a good book on what 
is probably the most important of all quality 
problems—that encountered during the 
process of manufacture. 


H. A. FREEMAN 
Massachusetts Institute of Technology 


Tue ReEtAiL INVENTORY METHOD AND LIFo, 
by Malcolm P. McNair and Anita C. Her- 
sum, with the assistance of H. I. Klein- 
haus. (New York: McGraw-Hill Book 
Co., Inc., 1952. Pp. xx + 446. $7.50.) 
This highly detailed study is about de- 

partment stores and the retail method of 

inventory. Part I, consisting of Chapters I- 

VII, deals with the retail method proper. 

Following an introductory chapter, Part I 

falls into four essential sections. Chapters 

II and III are devoted in large part to a dis- 

cussion of economic principles and policies 

underlying department store pricing and the 
incident problem of inventory valuation in 
light of that pricing. Chapter IV is a de- 
tailed discussion of the prolonged skirmish 
with the Treasury Department in gaining 
acceptance of the retail method as conceived 
within the framework of “cost or market” 

(as interpreted in Research Bulletin 29 of 

the American Institute of Accountants) for 

income tax purposes. Chapters V and VI 

concern procedural matters. Chapter V 

treats of records and Chapter VI is about 
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those sticky questions that always arise in 
the application of accounting principle. 
The chapter should be a boon to all har- 
rassed retail inventory accountants. It ana- 
lyzes such things as the problems incident 
to cancellations, special sales, sales at whole- 
sale, multiple sales, trade-in allowances, 
workroom costs, and a host of other matters. 
Part I concludes with Chapter VII on the 
application of the retail method to other 
than the department store field. 

Part II, “Lifo in Retailing,” consisting of 
Chapters VIII-XIV, deals with the integra- 
tion of the Lifo technique within scope of 
the retail method. Accordingly, Chapter 
VIII analyzes the why of Lifo in the usual 
terms of radical price changes. The treat- 
ment, as one would expect, follows the 
common pattern of exposing “inventory 
profits’ and demonstrating the apparent 
solution afforded by Lifo. The chapter con- 
cludes with a statement concerning the ad- 
mission of Lifo for tax purposes in the 
Revenue Acts of 1938 and 1939. Chapter 
IX details one of the awesome delays en- 
countered in Federal Tax Administration, 
by a recital of the events culminating in the 
Tax Court’s decision in the Hutzler case 
(January, 1947) and promulgation of regu- 
lations (December, 1947) by the Commis- 
sioner of Internal Revenue, permitting de- 
partment stores to use Lifo in conjunction 
with a retail method limited to “cost” 
rather than “cost or market.” Chapters X, 
XI, and XII relate to the procedural prob- 
lems of effecting a Lifo technique for de- 
partment stores. This section is replete with 
elaborate illustrations showing Lifo charac- 
teristics of inventory (and income) valua- 
tions under varying conditions in a price 
cycle. Chapter XIII is about Lifo in food 
chains. Part II concludes with Chapter XIV, 
a summing up of the prospects of Lifo in 
retailing. 

The book also contains a variety of ap- 
pendixes which in the main reproduce: (1) 
Treasury documents relating to the income 
tax; and (2) a variety of material on price 
indexes arising from the application of the 
Lifo technique. 

There is a wealth of material in that part 


of the book which treats of procedures, tech- 
niques, and historical data. Although there 
is nothing new in such a recital, it serves a 
purpose in bringing together in one volume 
all types of information about the retail 
method and Lifo for the department store 
executive, educator, and student. In that 
portion of the study, however, in which the 
authors attempt an analytical appraisal of 
certain economic matters, some critical ob- 
servations can be made. First, in the section 
about department store pricing (pp. 28-41), 
one has the feeling that the authors are deal- 
ing only with incidental elements and not 
with principle. Some economists have voiced 
opinions about “average-cost pricing” and 
assert that department store practice fits 
the pattern. The answer to this or other re- 
lated questions is not in these pages. Second, 
in discussing the Lifo concept in relation 
to income and inventory value (pp. 143-160), 
nothing is said about the role of expecta- 
tions in acquiring, holding, and disposing 
of inventory. As a result, it would appear 
that managerial decisions are backward 
rather than forward looking. Third, the 
scattered attempts to define “profit” or “in- 
come” are not conclusive. For this, however, 
the authors are not to be condemned, for 
neither accountants nor economists have, as 
yet, provided a decisive answer. 


JOHN PAGANI 
University of Utah 


AGENT'S ADVERTISING PRIMER, by Jarvis 
Woolverton Mason. (Indianapolis: The 
Rough Notes Company, Inc., 1952. Pp. 
95- No price given.) 


This paper-covered book is designed for 
insurance agency operators, not advertising 
agency personnel. In its ten chapters it pre- 
sents the “how” of advertising, including 
copy-writing and the use of media, as this 
selling tool applies to the insurance agency. 
The exposition on media and their use is 
simple and clear; the precepts for preparing 
good sales letters, advertisements, and fold- 
ers are sound. Some examples of each type of 
promotion are included. More and a greater 
variety of examples would enhance the value 
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of the book to its logical readers. 

As the title suggests, this book is a primer. 
It is intended to convince the agent that ad- 
vertising is an important business-building 
tool. It presents a simple plan for getting 
started. This reviewer feels that the book 
serves a useful purpose in unveiling some of 
the mysteries surrounding the field of ad- 
vertising in the minds of many small busi- 
nessmen. It makes no new contributions to 
the field and, in view of its limited scope, 
is of no particular value in the classroom. 


WILLIAM J. McKEON 
New York University 


PRINCIPLES OF MARKETING, 5th Edition, by 
Harold H. Maynard and Theodore N. 
Beckman, revised by Theodore N. Beck- 
man with the assistance of William R. 
Davidson. (New York: The Ronald Press 
Company, 1952. Pp. 792. $6.00.) 


This is the fifth revision of a basic prin- 
ciples text celebrating twenty-five years of 
well deserved success in marketing class- 
rooms all over the country. Anyone in- 
terested in the changing phases of the scien- 
tific study of marketing through the years 
can get such a picture from a review of the 
five consecutive editions of this book. With 
an extensive background of successful 
teaching experience, and an accumulated 
store of factual information, the authors 
have re-organized and re-written old ma- 
terial and have injected new sections into 
this fifth edition to provide a clear-cut and 
up-to-date presentation of the development 
and current status of our marketing system. 
Primary emphasis is on the principles of 
marketing, with descriptive and factual 
phases of the subject subordinated to the 
analytical. In line with the trend of recent 
years, there is more emphasis than in pre- 
vious editions upon the theoretical eco- 
nomic considerations which are becoming 
more and more a part of the literature in 
the marketing field of today. The authors 
have not over-emphasized marketing theory, 
however, and rightly indicate that such 
treatment is more appropriate for the ad- 
vanced study of marketing. The approach 


in this volume is predominately functional 
as in previous printings. 

Comparing the fifth edition with the 
fourth, one immediately notes the change 
in Part II on “The Ultimate Consumer,” 
where a former single chapter on factors 
affecting consumption has been expanded 
into three. “Wealth as a Factor Affecting 
Consumption” and “Income as a Factor 
Affecting Consumption” constitute the first 
two of these chapters. The third, “Addi- 
tional Factors Affecting Consumption,” 
treats components of a physical, biological, 
sociological and psychological nature as 
affecting consuming behavior. The reason- 
ing of the authors in the expansion of this 
section is that “since the consumer occupies 
a pivotal position in marketing, his place 
and his problems should receive major em- 
phasis. 

An improvement in Part III on “Our Re- 
tailing System” is a reversal of the order of 
the chapters, treating “Direct Producer- 
Consumer Marketing” and “The Retailing 
Structure” so as to embrace direct-to-con- 
sumer selling within the whole retailing 
picture. The discussion of department stores 
has been substantially changed and ampli- 
fied and with the welcome addition of a typi- 
cal department store organization chart. 
Other improvements in organization of the 
text are: the grouping together of the chap- 
ters on the wholesaling of agricultural pro- 
ducts and the cooperative marketing of 
such products in the section on “Our Whole- 
saling System”; the dividing of the selling 
functions of advertising and the selling func- 
tions of personal selling into two chapters; 
and the separation of business finance and 
consumer finance into individual chapters. 

The questions and problems at the end 
of each chapter have been extended and re- 
worked, and should prove an even greater 
aid to students and teachers than in previous 
editions. A thorough-going, easily adaptable 
instructor’s manual has been prepared as a 
teaching aid. Furthermore, this manual is 
ready for immediate delivery without the 
indefinite waiting period so characteristic 
of the preparation and issuance of such 
manuals. 
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A minor criticism of the bibliographical 
material at the end of the text is the ar- 
rangement of publications alphabetically 
by authors instead of by subject matter. Al- 
though there is a breakdown into seven ma- 
jor subject groups, it is still necessary to run 
through a long list of authors to pick out 
the ones dealing with the particular sub- 
ject of the reader’s interest. 

The authors are to be commended on the 
degree to which they have incorporated re- 
cent developments into the new edition. 
This is particularly noticeable as concerns 
legal aspects of the subject. Old sections 
have been revised and elaborated in the 
light of recent judicial decisions and eco- 
nomic thinking. No small part of the suc- 
cess of the text lies in the style of writing 
and the ease with which one may follow and 
outline the material presented. The authors 
have achieved well their objective of help- 
ing the student “develop a cast of mind and 
point of view prerequisite to a true under- 
standing of the subject” of marketing. 


Davip E. FAVILLE 
Stanford University 


THE ROLE OF THE SALES FINANCE Com- 
PANIES IN THE AMERICAN ECONOMY, 
STupIEs IN CONSUMER CREDIT, NUMBER 1, 
by Clyde William Phelps. (Baltimore: 
Commercial Credit Company, 1952. Pp. 
87. No price given.) 


The subtitle of this monograph might well 
be taken from the title of the first chapter, 
“The Evolution of Institutions in Response 
to Social Needs.” Professor Phelps considers 
the origin and growth of sales finance com- 
panies in terms of the social need which ex- 
isted for their specialized credit services as 
against the provision of such services by the 
established financial institutions. 

He considers the expansion of the ser- 
vices of the sales finance companies, the 
economic and social developments made pos- 
sible because of their existence and growth, 
and the test of their soundness during the 
depression. He also traces the changing atti- 


tude of the established financial institu- 
tions, especially the commercial banks, 
towards consumer credit in general and 
sales installment credit in particular. The 
revised appraisal of consumer installment 
credit causes modifications in the practices 
of commercial banks to be viewed as insti- 
tutional adaptations to social and economic 
change. 

Professor Phelps’ philosophy toward 
such developments is “. . . that a demo- 
cratic capitalist economy not unduly 
hampered by government interference and 
direction provides the best system and mi- 
lieu in which new economic institutions 
may arise to serve emerging social needs.” 
He also concludes that there is now compe- 
tition between the newer specialized finan- 
cial institutions and the older types and that 
the presence of competition between types 
will result in better meeting the diverse 
needs of various groups of borrowers. 

Although the role of the sales finance 
company in the development of the auto- 
mobile industry may be exaggerated be- 
cause of concentration upon this one ele- 
ment of the changing situation, a good case 
is made for its importance. Certainly the 
invention and growth of consumer credit 
institutions was a most significant factor in 
the development of the market for durable 
consumer goods. 

It is to be hoped that in subsequent 
studies Professor Phelps, or others, will ana- 
lyze the changes in the operations of sales 
finance companies, especially as to terms 
offered to dealers and retail buyers, rates 
charged, methods of quotation used, guar- 
antee or security demanded, social or eco- 
nomic groups services, and so on. Also, that 
at some future time a careful analysis of 
the available statistical evidence relative to 
the extent of use, volume of business, and 
share of market serviced by various types 
of institutions will be made. Such analysis 
in the present volume would have detracted 
from the major thesis, but it is to be hoped 
that the present study is but the first of a 
series. 

The reader interested in credit will find 
this monograph stimulating and an excel- 
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lent reference source; the general reader will 
be interested in it as a documentation of the 
thesis of institutional adaptation in a free 
society. 

Harvey W. Huecy 
University of Illinois 


How To Hoip AND DEVELOP CUSTOMERS, by 
Charles B. Roth. (New York: Prentice- 
Hall, Inc., 1952. Pp. 190. $3.20.) 

Almost any salesman or student of sell- 
ing should be able to benefit from a new 
book on salesmanship. This is particularly 
true when the emphasis of the book, as in 
the case here, is on serving the customer. 
Moreover, the author is concerned primarily 
with the serving of old customers to make 
them bigger and better buyers rather than 
with the selling of new prospects. These are 
points of departure that are often over- 
looked in books on salesmanship. 

Otherwise, this new volume by Mr. Roth 
is reasonably typical of the “popular” books 
on the subject. It is written in a light and 
conversational style and is easy to read. It 
draws heavily on personal stories and in- 
cidents to illustrate basic points. Most of 
the fundamental ideas have been expressed 
before, some of them in one or another of 
Mr. Roth’s many previous volumes. 

The book contains eleven chapters. The 
first ten are well unified around the title 
theme of how to hold and develop cus- 


tomers, although the latter chapters in this 
series appear to be somewhat repetitious. 
The eleventh chapter, a relatively long one 
utilizing about one-fourth of the total num- 
ber of pages in the book, seems to have been 
added as a sort of appendage. It is con- 
cerned with “How to Handle 40 Types of 
Customers,” and it does not fit too smoothly 
into the general organizational framework 
of the volume. Incidentally, this reviewer 
wonders how much further writers on sales- 
manship can go in classifying types of cus- 
tomers. Obviously, most customers have a 
combination of characteristics, and it seems 
doubtful that the majority can be easily 
“typed” according to one dominant trait. 
Perhaps, some day, we will even devote 
some attention to the handling of the aver- 
age, reasonably normal customer—or isn’t 
there really any such person? 

In any event, we would recommend this 
volume to salesmen, actual and prospective. 
The customer approach is valuable as a re- 
minder that a real desire to serve the cus- 
tomer is the basis of successful selling. In 
addition, there are a number of particular 
points and ideas that any salesman could 
note with profit. Many of these will not be 
new to him, but in the selling profession a 
refresher course is always in order, espe- 
cially for the successful salesman. 


R. D. Toustey 
State College of Washington 
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IRA DP. ANDERSON 
Editor 


The Association welcomes the following 
new members who were accepted during the 
period from July 15, 1952, through October 
15, 1952. 


Adams, Leonard W., Jr. 

Koppers Company, Inc., Pittsburgh, Pa. 
Adler, Albert 

Intercity Tabulating Service, New York, N. Y. 
Allen, W. Ed 

Greer, Hawkins & Allen, Inc., Houston, Texas 
Alton, H. Clay 

Western Union Telegraph Co., New York, N. Y. 
Anderson, Sara B. 

692 Copley Road, Akron, Ohio 
Andrus, N. L. 

Smith Welding Equipment Corp., Minneapolis, 

Minn. 
Arpaia, Letty M. 

G. Fox & Company, Hartford, Conn. 
Asdell, Philip T. 

2101 W. Howard Street, Chicago, Ill. 
Asmann, Edwin N. 

Illinois Bell Telephone Co., Chicago, Ill. 
Babcox, Edward S., Jr. 

Babcox Publications, Inc., Akron, Ohio 
Badten, Norbert J. ; 

Inland Steel Products Co., Milwaukee, -Wisc. 
Baggs, Robert D. 

Dun & Bradstreet, Inc., Philadelphia, Pa. 
Bailey, Earl L. 

P. O. Box 231, University, Miss. 
Ballantine, Thomas M. 

30823 W. Lake Road, Bay Village, Ohio 
Bambulis, Charles L. 

1461 W. Byron St., Chicago, Illinois 
Baratz, William M. 

5872 Woodcrest Ave., Philadelphia, Pa. 
Barclay, William D. 

2145 Sedgwick St., Chicago, Illinois 
Barnes, Swift Churchill, Jr. 

Baileywick, Plum Island, Newbury, Mass. 
Beller, Thomas E. 

8822 Koala Drive, Houston, Texas 
Berkowitz, Deborah Ellen 

1830 Champlost Ave., Philadelphia, Pa. 
Bieber, George D. 

Eastern Gas & Fuel Assoc., Boston, Mass. 
Biggs, Clark 

915 Center St., Conway, Arkansas 
Bliss, William F., Jr. 

122 Wesley Ave., Oak Park, Ill. 


Bloomfield, Alan Arnold 

6902 So. Clyde Ave., Chicago, Ill. 
Blumenthal, Syd. 

Marketing Counsel & Res. Co., St. Louis, Mo. 
Bolton, William 

1243 Western Saving Fund Bldg. 

Philadelphia, Pa. 
Bonwich, William T. 

University of Notre Dame, Notre Dame, Ind. 
Bouma, John C. 

Box 129, Beltsville, Maryland 
Boyd, Mrs. Genevieve 

Foote, Cone & Belding, Chicago, Ill. 
Brenner, Otis L. 

Southern Bell T & T Co., Atlanta, Ga. 
Britt, Ellen 

National Certified Interviews, Chicago, IIl. 
Brown, Gerald E. 

Oxford Business Surveys, Oakland, Calif. 
Brown, Morton T. 

The Stanley Tools Co., New Britain, Conn. 
Brown, Robert Lee 

9113 Peter Hunt, Detroit, Mich. 
Brown, William M. 

West Virginia University 

Morgantown, West Virginia 
Bryan, William H. 

Dun & Bradstreet, Inc., St. Louis, Mo. 
Buker, John C. 

Botsford, Constantine & Gardner 

San Francisco, California 
Burke, Agnes 

2743 E. Ontario St., Philadelphia, Pa. 
Burrage, Philip A., Jr. 

503 Pleasant St., South Weymouth, Mass. 
Cadden, John Francis 

Hoffman La Roche, Inc., Baltimore, Md. 
Cademartori, Dominick A. 

839 East 230 St., New York, N. Y. 
Cagnon, Janice 

5733 W. Superior, Chicago, Ill. 
Camandona, Harold B. 

g217-12th Ave., N.E., Seattle, Wash. 
Cameron, Alston P. 

Aylin Advertising Agency, Houston, Texas 
Cash, Harold C. 

134-43-175th St., Springfield Gardens, N. Y. 
Chaffee, LaRoy Dale 

625, Jordan St., Elkhart, Indiana 
Chute, George M. 

The Detroit Free Press, Detroit, Mich. 
Cloetingh, Arthur K. 

The Rapids-Standard Co., Inc. 

Grand Rapids, Michigan 
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Cohan, Sidney D. 

B. Howard Richards, Inc., Baltimore, Md. 
Colland, Fred Max 

821 Ocean View Drive, Honolulu, Hawaii 
Colwell, R. Forrest 

Colwell Publishing Co., Champaign, III. 
Cone, Arthur L., Jr. 

655 Prospect Ave., Little Silver, N. J. 
Considine, Douglas M. 

Minneapolis-Honeywell Regulator Co., 

Philadelphia, Pa. 
Cooper, Roger 

A.B.C. Teleque 

Los Angeles, California 
Cordt, Gene 

Firestone Tire & Rubber Co., Akron, Ohio 
Cramer, Virginia M. 

McCann-Erickson, Inc., New York, N. Y. 
Crombie, David B. 

The Reader’s Digest, Toronto, Ont., Canada 
Cuzner, Cicely 

26 Kenwood St., Brookline, Mass. 
D’Ambly, A. Ernest, Jr. 

Curtis Publishing Co., Philadelphia, Pa. 
Davis, William C., Jr. 

Luncheon Is Served, Media, Pa. 
De Louise, Richard j 

2700 Marion Ave., New York, N. Y. 
Dodge, Robert E. 

16 West gth Street, New York, N. Y. 
Dolan, Joseph Alan 

216 West Duncannon Ave., Philadelphia, Pa. 
Donald, David M. 

Young & Rubicam, Inc., Chicago, Illinois 
Doody, Edward G. 

Edward G. Doody & Co., St. Louis, Mo. 
Dower, John M. 

Curtis Publishing Co., Philadelphia, Pa. 
Doyle, Jean M. 

Strawbridge & Clothier, Philadelphia, Pa. 
Droege, J. Robert 

15 Hartweg Ave., Ft. Thomas, Kentucky 
Dubyk, Michael J. 

1901 N. Mascher St., Philadelphia, Pa. 
Dunleavy, Hal 

Western Research Institute, San Francisco, Calif. 
Dunn, Roger M. 

41 Tower Street, Boston, Mass. 
Dunning, Warren H. II 

P. R. Mallory & Company, Inc. 

Indianapolis, Indiana 
Effan, Robert B. 

Falstaff Brewing Co., St. Louis, Mo. 
English, Capt. Robert J. 

U. S. Air Forces, Westover AFB, Mass. 
Engstrom, Warren C. 

Curtis Publishing Co., Philadelphia, Pa. 
Feightner, John W. 

143 Dover Street, LaGrange, Ill. 
Ferguson, Jasper N. 

‘Thompson's Dairy, Washington, D. C. 
Fieger, A. Cary 
125, East 18th St., Brooklyn, N. Y. 


Fireman, Jack M. 

5434 Baywood Street, Pittsburgh, Pa. 
Forbes, George B. 

Stromberg-Carlson Co., Rochester, N. Y. 
Fox, Willard M. 

Remington Rand, Inc., New York, N. Y. 
Fraim, Warren W. 

McCall Corporation, New York, N. Y. 
Franzmann, Carl A. 

The Port of New York Authority 

New York, N. Y. 
Freed, Walter C., Jr. 

609 Sheridan Road, Evanston, Illinois 
Gallagher, Richard V. 

3922 N. Keeler Ave., Chicago, Illinois 
Gibson, Lawrence D. 

Corn Products Refining Co., New York, N. Y. 
Gilbert, Charles W. 

Office Appliances, Chicago, Illinois 
Gilbreath, Ruth 

3201 Jackson St., Amarillo, Texas 
Gleason, Russell 

411 W. 35th Street, Minneapolis, Minn. 
Golder, Irving D. 

147 Beach 134th St., Belle Harbor, N. Y. 
Goldsmith, S. L., Jr. 

National Assoc. of Mfgs., New York, N. Y. 
Good, Edward W. 

Oswego Falls—Sealright Co., Fulton, N. Y. 
Gould, H. F. 

Gould-Murray, Ltd., Kitchener, Ont., Can. 
Gray, James G. 

Gray Printing Co., Fostoria, Ohio 
Green, Carleton 

6560 Saroni Drive, Oakland, Calif. 
Greene, Richard M. 

Camillus Cutlery Co., Camillus, N. Y. 
Greer, Mrs. Winifred A. 

Wynn Greer Service, Kansas City, Kansas 
Grencer, John 

Route #3, Easton, Pennsylvania 
Hamilton, John C. 

109 Lakeside Drive, Baldwin, New York 
Hansen, Frederick R. 

Baumont & Hohman, Inc., Chicago, Ill. 
Hanson, Morris S. 

Washington Lane, Wyncote, Pa. 
Hart, William A., Jr. 

Batten, Barton, Durstine & Osborn 

Buffalo, New York 
Hawkins, George F. 

Halsted & Van Vechten, Inc. 

Red Bank, New Jersey 
Hayes, Joseph B. 

Hayes Statistical Service, Inc. 

Chicago, Illinois 
Healy, Joseph F., Jr. 

40-44-82nd Street, Jackson Heights, N. Y. 
Heckert, Robert W. 

10050 Orangelawn, Detroit, Michigan 
Heehs, Richard A. 

Roots-Connersville Blower Div., Chicago, III. 
Helffrich, Stuart A. 
Elrick, Lavidge & Co., Chicago, Ill. 
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Hendela, Henry A. 

53 Bostwick Ave., Jersey City, N. J. 
Heyer, N. Robert 

Field Research Co., San Francisco, Calif. 
Hiob, Lester C. 

The Kroger Co., Toledo, Ohio 
Hodgetts, Edward W. 

The Cincinnati Gas & Elec. Co. 

Cincinnati, Ohio 
Holthausen, Duncan McC. 

3501-15 Bergenline Ave., Union City, N. J. 
Holzberg, Alvin M. 

Armour & Co., Chicago, Illinois 
Hunt, Byron I. 

136 Harvard Street, Westbury, N. Y. 
Ives, Robert G. 


The Curtis Publishing Co., Philadelphia, Pa. 


Jarvis, Irene 

National Certified Interviews, Chicago, Ill. 
Johns, Alfred C. 

Bryant Heater Div., Cleveland, Ohio 
Johnston, Bob A. 

R-2 University Apts., Bowling Green, Ohio 
Jordan, James M. 

Spencer Chemical Co., Kansas City. Mo. 
Joseph, Albert 

The AP Parts Corporation, Toledo, Ohio 
Joy, Robert P. 

Editor & Publisher, New York, N. Y. 
Kaesshaefer, J. Briggs 

James Lees & Sons Co., Bridgeport, Pa. 
Kahn, Ben L. 

The Toni Company, Chicago, Illinois 
Kaminski, Wladislaw Peter 

82 Elm Street, Cambridge, Mass. 
Kapp, William Robert 

Pfizer International Service Co., Inc. 

New York, N. Y. 
Karl, George A. 

Stewart-Warner, Chicago, Illinois 
Kelso, A. Donald, Jr. 

Reynolds Metals Co., Louisville, Ky. 
Key, James A. 

Reynolds Metals Co., Louisville, Ky. 
Kittleson, Carlos E. 

653 W. Bittersweet Place, Chicago, Illinois 
Klitzke, Dorothy M. 

Cornell University, Ithaca, New York 
Kornblatt, Morris 

Maiden Form Brassiere Co., Bayonne, N. J. 
Kotenberg, Robert H. 

Burgess Battery Co., Freeport, Illinois 
Kranzley, Arthur S. 

Burroughs Adding Machine Co., 

Philadelphia, Pa. 
Krauss, Marvin 

Esquire, Inc., New York, N. Y. 
Kreis, H. Gail 

The AP Parts Corporation, Toledo, Ohio 
Labell, Ernest 

4530 S. Normandie, Los Angeles, Calif. 
Lambert, Donaldson L., Jr. 

Landers Corporation, Toledo, Ohio 


Landauer, Walter A. 

Battelle Memorial Institute, Columbus, Ohio 
Langum, John K. 

Business Economics, Inc. 

Chicago, Illinois 
Larsen, Howard R. 

U. S. Navy, FPO, San Francisco, Calif. 
La Rosa, Daniel T. 

Barrett Div., A.C. & Dye Corp., New York, N. Y. 
Lawless, Edward P. 

The Reader’s Digest Assoc., Toronto, Ont., Can. 
Lax, Bernard B. 

6751 S. Jeffery Blvd., Chicago, Illinois 
Lee, Huo-Sheng 

548 West 113th St., New York, N. Y. 
Lippard, T. R. 

National Gypsum Co., Buffalo, N. Y. 
Liptak, Robert S. 

Moloney, Regan & Schmitt, Inc. 

San Francisco, Calif. 
Little, George S. 

Southwestern Bell Telephone Co. 

St. Louis, Mo. 
Littlefield, Paul Damon 

Coty, Inc., New York, N. Y. 
Lorback, Eugene Robert 

77 Wright Ave., Staten Island, N. Y. 
Luce, Ralph W. 

2711 Virginia Street, Berkeley, Calif. 
Lundblad, Frank A. 

g Whittier Street, Cambridge, Mass. 
Lyon, Vergil E. 

A. C. Nielson Co., Chicago, Illinois 
Magnuson, George A. 

409 Fairview Ave., Mt. Prospect, Ill. 
Marden, Melvin G. 

Haire Publishing Co., New York, N. Y. 
Markowitz, Stanley 

4515 Chester Ave., Philadelphia, Pa. 
Matzen, Edwin H. 

U. S. Dept. of Agriculture, 

Washington, D. C. 
Maulbetsch, Robert G. 

Michigan Bell Telephone Co., Detroit, Mich. 
Miller, J. Robert 

Gardner Advertising Co., St. Louis, Mo. 
Moeller, Robert C. 

2137 Mapes Ave., New York, N. Y. 
Moodie, W. C. 

A. C. Nielsen Co. of Canada 

Toronto, Ont., Canada 
Moody, Malcolm B. 

Reynolds Metals Co., Louisville, Ky. 
Mossiman, Ary 

Electrical World, New York, N. Y. 
Muenster, William R. 

A. C. Nielsen Co., Chicago, Illinois 
Myers, John 

American Flange & Mfg. Co., Inc. 

New York, N. Y. 
McDowell, Harry O. 

Vanity Fair Mills, Inc., Reading, Pa. 
McKitrick, Roland W. 

A. C. Nielsen Co., Chicago, Illinois 
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McLaughlin, Fred 

Farm Bureau Coop. Assn., Inc., Columbus, Ohio 
McLaughlin, Hugh 

78 Congress St., Jersey City, N. J. 
McMahon, Terence George 

W. 1401—13th Ave., Spokane, Wash. 
McShane, George H. 

3508 Main Street, Munhall, Pa. 
Narvell, C. John 

The Curtis Publishing Co., Philadelphia, Pa. 
Neff, Carroll F. 

193 Princeton Way, N.E., Atlanta, Ga. 
Nelson, David 

1232 Kellan, Topeka, Kansas 
O’Connor, George E. 

318 Haverford Road, Wynnewood, Pa. 
Ohlsen, I. R. 

Olian Advertising Co., St. Louis, Mo. 
Olson, Robert E. 

C. C. Chapelle Co., Chicago, Illinois 
Pakos, Anthony R. 

The Thew Shovel Co., Lorain, Ohio 
Paltell, Henry 

3903 Edgewood Road, Baltimore, Md. 
Panucci, J. Robert 

Thomas A. Edison, Inc., W. Orange, N. J. 
Petersen, J. W. 

Binks Mfg. Company, Chicago, Illinois 
Petty, W. G. 

Philippine Mfg. Co., Manila, P. I. 
Platt, Harold J. 

Toni Company, Chicago, Illinois 
Powers, Howard W. 

Foote, Cone & Belding, Chicago, Ill. 
Powers, Mary Elizabeth 

The Curtis Publishing Co., Philadelphia, Pa. 
Preston, Bernard V. 

Dun & Bradstreet, Inc., Detroit, Michigan 
Pugh, J. S. 

Hawaiian Airlines, Honolulu, T. H. 
Rash, Otway W. 

Monsanto Chemical Co., St. Louis, Mo. 
Ratcliff, Philip H. 

Duplate Canada Ltd., Toronto, Ont. Canada 
Raymond, John James 

Mid-Continent Surveys, Minneapolis, Minn. 
Rechtin, Richard C. 

5535 Bridgetown Road, Cincinnati, Ohio 
Reck, Daniel J. 

Michigan Bell Telephone Co., Detroit, Mich. 
Riff, Charlotte 

Ben Gaffin & Associates, Chicago, Ill. 
Robinson, E. Ross 

4450 Union Bay Lane, Seattle, Wash. 
Robinson, James G. 

The R. B. Biscuit Co., Cleveland, Ohio 
Robinson, W. Stewart 

Foote, Cone & Belding, Chicago, Illinois 
Roller, Irvin E. 

Baxter Laboratories, Inc., Morton Grove, IIl. 
Rosenberger, Ralph 

- 1928 E, Mt. Pleasant Ave., Philadelphia, Pa. 

Rothenberg, Marvin J. 

5724 Virginian Road, Philadelphia, Pa. 


Ruesch, Grant J. 

Shell Oil Company, New York, N. Y. 
Sackheim, Harvey 

1481 Grand Concourse, New York, N. Y. 
Sacks, George 

Family Circle Magazine, New York, N. Y. 
Sandstrom, Edward J. 

University of Portland, Portland, Oregon 
Scheidler, Jerome P. 

Eli Lilly & Company, Indianapolis, Ind. 
Scheinkopf, Harold P. 

327 Franklin Street, Newton, Mass. 
Schmelkes, S. 

The Robot Statistics, Manila, P. I. 
Schneider, Alden J. 

Dewey & Almy Chemical Co., Cambridge, Mass. 
Schneider, William E. 

La Salle Steel Co., Hammond, Indiana 
Schoenfeld, Samuel 

Lamborn & Co., Inc., New York, N. Y. 
Schrage, Robert 

1775 West 57th St., Cleveland, Ohio 
Schrier, Arnold M. 

Edward G. Doody & Co., St. Louis, Mo. 
Schubert, Bernice W. 

Bell & Howell Co., Chicago, Illinois 
Schulz, Richard R. 

Syracuse University, Syracuse, N. Y. 
Schwartz, John F. 

Columbus Road, Demarest, N. J. 
Schwartz, Raymond W. . 

320 New York Ave., Brooklyn, N. Y. 
Scrase, Robert R. 

Dearborn Motors Corp., Birmingham, Mich. 
Sessions, Theodore B. E. 

Young & Rubicam, Inc., New York, N. Y. 
Sheridan, William J. 

72 Elmwood Drive, Livingston, N. J. 
Sherman, L. M. 

E. I. DuPont de Nemours & Company 

Wilmington, Delaware 
Shields, John 

64 Summit Road, Long Island, N. Y. 
Shubin, Allen M. 

14 Mapole Road, Quincy, Mass. 
Sidney, Raymond J. 

Nat'l Poultry Butter & Egg Assoc., Chicago, Illinois 
Singer, Markus M. 

1040 Crittenden Street, N.E., Washington, D. C. 
Sisamis, James G. 

357 Tyler, Gary, Indiana 
Sisley, Charles D. 

South-Western Pub. Co., Cincinnati, Ohio 
Slattery, Charles J. 

208 Glengarry Ave., Toronto, Ont., Can. 
Small, Edson I. 

Monroe Calculating Machine Co. 

Orange, New Jersey 
Smith, Robert M. 

Congoleum-Nairn Co., Kearney, N. J. 
Smithline, Herbert C. 

Box 423, Dover, Delaware 
Snyder, Paul L. 

Philadelphia Bulletin, Philadelphia, Pa. 


| 
4 
4 ] 
] 
a 
; 
: 
; 
5 
ae 
4 


A.M.A. NOTES 


345 


Sommers, Lysle D. 


The Western Union Tel. Co., New York, N. Y. 


Spencer, Dwight P. 

Market Res. Corp. of America, Chicago, Ill. 
Steffa, Richard S. 

The Dartnell Corporation, Chicago, Ill. 
Steinhardt, Marvin 

A Asch. Inc. Advertising, New York, N. Y. 
Stellmacher, Herbert Rob 

5737 S. University, Chicago, Illinois. 
Stewart, Athol C. 

Robert Otto & Co., Inc., Toronto, Ont., Can. 
Stewart, Eileen Mary 

The Magazine Advg. Bur. of Canada 

Toronto, Ontario, Canada 
Stewart, Harold A. 

Dun & Bradstreet, Inc., Akron, Ohio 
Stockhus, William E. 

H. D. Conkey & Co., Mendota, Illinois 
Stockwell, Howard A.., Jr. 

Henry A. Loudon, Advg., Inc., Boston, Mass. 
Stuart, Douglas E. 

The Curtis Publishing Co., Philadelphia, Pa. 
Stuart, LaRhett L., Jr. 

Skilsaw, Inc., Chicago, Illinois 
Sutcliffe, Paul A. 

U. S. Steel Supply Div., Chicago, Illinois 
Sweeney, Charles H. 

McGraw-Hill Co. of Canada, Ltd. 

Toronto, Ont., Canada 
Thomas, Donald E. 

222 Middaugh Road, Clarendon Hills, Ill. 
Thomas, Norman John 

17 Oakwood Place, New Brunswick, N. J. 
Thomas, William E. 

6904 Terrace Court, Wauwatosa, Wis. 
Thomson, Norman R. H. 


S. C. Johnson & Son, Ltd., Brantford, Ont., Can. 


Thurlby, Harold H. 

Cornell University, Ithaca, New York 
Tokuhisa, Thomas Shoji 

Spiegel, Inc., Chicago, Illinois 
Tollman, Robert M. 

1620 Dublin, New Orleans, La. 
Turner, Mrs. Shelley O. 

U. S. Bureau of the Census, Beaumont, Texas 
Ulmer, Ted 

Goerlich’s, Toledo, Ohio 
Verity, Edward J. 

Lukens Steel Co., Coatesville, Pa. 
Wagner, Sheldon R. 

2204 Kensington Blvd., Ft. Wayne, Indiana 
Wapensky, Basil A. 

Box 725, Emory University, Georgia 
Warren, Clifton G. 

6611 Delfield St., Chevy Chase, Md. 
Washington, James P. 

Crown Distributors, Inc., Atlanta, Georgia 
Weaver, C. P. 

Cooper Tire & Rubber Co., Findlay, Ohio 
Werden, Robert 

571 Beech St., Roslindale, Mass. 


Wesling, Robert O. 

38 Kingsley, Buffalo, New York 
Westman, Bert M. 

1880 Walton Ave., New York, N. Y. 
Whitehead, John 

Shirriff’s Ltd., Toronto, Ont., Canada 
Whiting, Richard D. 

Standard Nat. Adv. Agency, Inc. 

Seattle, Washington 
Widmer, F. R. 

2576 Shaker Rd., Cleveland Heights, Ohio 
Williams, R. E. 

Assn. of Consult. Mgmt. Engrs., New York, N. Y. 
Wilson, Howard J. 

Georgia Power Co., Atlanta, Georgia 
Winkler, Adrian H. 

Schlage Lock Co., San Francisco, Calif. 
Wojtan, Edward W. 

19000 W. Warren, Detroit, Mich. 
Woodward, Richard Robert 

7 West Goist St., Orangeburg, New York 
Works, Brandel Lyle 

Roosevelt College, Chicago, Illinois 
Yount, B. H. 

3716—8oth St., Jackson Heights, N. Y. 
Zeder, James C. 

McCann-Erickson, Inc., New York, N. Y. 
Zielske, H. A. 

Foote, Cone & Belding, Chicago, Illinois 


STATEMENT OF OWNERSHIP, MANAGEMENT, CIRCU- 
LATION REQUIRED BY THE ACT OF CONGRESS OF 
AUGUST 24, 1912, AS AMENDED BY THE ACTS OF 
MARCH 8, 1933, AND JULY 2, 1946 


Of THE JOURNAL OF MARKETING, pane Quarterly at 
Brattleboro, Vermont, for January, 1953. 

1. Names and addresses of the publisher, editor, 
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tor, Edward R. Hawkins, University of Cali ornia, Berheley, 
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DEMAND ANALYSIS 


By HERMAN WOLD, Professor of Statistics, University of Uppsala, Sweden; in 
association with Lars Juréen, State Agricultural Marketing Board of Sweden. Co- 
ordinating theoretical and empirical work in economics, statistics, and probability 
theory—this new book from Sweden opens up new lines of approach in econometrics. 
Based on 12 years of research work, it provides a clear exposition of the traditional 
method of least-squares regression, new theoretical argument, and many new types of 
problems. The book considers the theory of consumer demand on the one hand, and 
on the other, the theory of regression analysis and certain topics in the theory of 
random processes. A WILEY PUBLICATION IN Statistics, Walter A. Shewhart, Editor. 
1953. Approx. 325 pages. $7.00. 


ECONOMETRICS 


By GERHARD TINTNER, Professor of Economics, Mathematics, and Statistics, lowa 
State College. This is the first systematic, detailed study of a method which is be- 
coming more and more important in economic research. Dr. Tintner shows how, 
through econometrics, modern statistical methods are being applied to economic 
data. He stresses the difficulties and present limitations of these methods, using a 
large number of examples to clarify each point as he discusses it. 1952. 370 pages. 
$5.75. 


Send for on-approval copies today. 


JOHN WILEY & SONS, Inc., 440 Fourth Avenue, New York 16, N. Y, 


THE JOURNAL OF MARKETING 


now offers the below publications, which can well help to make your researching 
and advertising media problems substantially lighter. 


1. Promotion and Research, by Vergil D. Reed, Vol. XI No. 4 


2. Elements of Confusion in Newspaper Readership Study, by Charles L. Bigelow, 
Vol. XII No. 3 


g. The Advertising Value of Different Magazines, by Hans Zeisel; Virginia E. 
Harper, Vol. XIII No. 1 


4. Company Response to Coupon Inquiries, by Robert D. Henderson, Vol. XIII 
No. 3 


5. Certain Correlates of Attitudes Toward Radio Commercials, by G. P. Laybourn; 
H. P. Longstaff, Vol. XIII No. 4 


These are priced at $1.00 per Copy. Add 25¢ per copy for shipment outside the 


United States. 
KINDLY ENCLOSE REMITTANCE WITH ORDER 
Address all orders to: 
AMERICAN MARKETING ASSOCIATION 
1525 E. 53rd Street Chicago 15, Illinois 


Please mention the JOURNAL OF MARKETING in writing advertisers 
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HELPING PROSPECTS BUY 


By Dr. C. A. KIRKPATRICK 
COMMENT BY A NOTED School of Business Administration | 
SALES AUTHORITY University of North Carolina 


“You will find in this text a 
sound, thorough presentation of 
what it takes to be a success ir 


This new book develops salesmanship as a profes- 
sion. It is aggressive and dynamic, but it trains for 
selling that will create permanent satisfaction 
and repeat business. Here you will find salesman- 
ship in its most modern and most enlightened 
form with emphasis on service and intelligent 


one of the most rewarding of 
professions financially and spirit- 
ually. The need for a book such 


as this has been great and Profes- help to the buyer. 
de SALESMANSHIP is packed full of opinions from 
pee to — leading sales executives of prominent companies " 


and quotations from their sales manuals. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 


Cincinnati 2 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 


JOURNAL OF THE 
AMERICAN STATISTICAL ASSOCIATION 


1108 16th St., N. W. Washington 6, D.C. 47 NO. 260 


‘ 


Use of Ranks in One-Criterion Variance Analysis .... William H. Kruskal and W. Allen Wallis 
vend Leo A. Goodman 


Confidence Intervals for Medians and Other Position Measures 
Ralph S. Woodruff 


Problems in Inter-spatial Comparisons of Worker Efficiency: Illustrations from “i 


Evolving Mechanisms for the Production of International Health Statistics ....Halbert L. Dunn Z 


A Generalization of Sampling Without Replacement From a Finite 


Book Reviews 


THE AMERICAN STATISTICAL ASSOCIATION 
INVITES AS MEMBERS ALL PERSONS INTERESTED IN: 


1. Development of new theory and method 


2. Improvement of basic statistical data , 
A S A 3. Application of statistical methods to practical prob- | .¥ 


— Please mention the JOURNAL OF MARKETING in writing advertisers 
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SALES 


Take out “Sales Insurance” now to pro- 
tect your investment in new 
products, new packages, advertising, 


merchandising and media. 


Quick over-the-counter checks of your 


own or competitive merchandise in 


a wide number of test areas will help to 


protect you against serious sales losses. 


Store audit panels are available 
in the food, drug, toiletry, 


confectionery, liquor and 


appliance fields. 


82 Liberty Street, New York 6, N.Y. Sal ng Research ; Inc. 
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By R. G. Bressler, Jr. An appraisal of recent trends and devel- 
opments in the marketing of milk to urban areas. The author 
discusses the physical and economic factors involved—efliciency 
standards for plant and delivery operations—possible methods 
of improving distribution and reducing costs. A study of tre- 
mendous value in a field where controlled experimentation 
has, hitherto, been next to impossible. A Wells Prize Essay. 

$6.00 


At all bookstores, or 


HARVARD UNIVERSITY PRESS 
Cambridge 38, Massachusetts 


AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLII December, 1952 
Elasticities, Cross-Elasticities, and Market Relationships R. L. Bishop 
Biological Analogies in the Theory of the Firm E. T. Penrose 
Depreciation Allowances, Replacement Requirements and Growth Robert Eisner 
The Shape of the Average Cost Curve W. J. Eiteman and G. E. Guthrie 
Corporate Taxation and Corporate Financing D. C. Miller 
Pitfalls in Mathematical Model-Building A. C. Harberger 
Monetary Policy and the Public Debt Herbert Stein 


Reviews of Books, Titles of New Books, Periodicals, Notes 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent tu all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 
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for Marketing 


Research Tabulations 


In an emergency or for your regular requirements 
. .. STATISTICAL provides the quick, practical way to 
get the marketing research tabulations you may need. 


This experienced organization has the facilities and man-power 


to handle every phase of the job quickly, accurately and at 


sensible cost. STATISTICAL can give you personal service on 


coding and editing, punching, verification, preparation of 


tables, tabulating, percentaging, and typing. And you 


don’t have to bother with hiring and training or 


worry about equipment standing idle, overtime, etc. 


Find out today how this dependable service 


can save you time, trouble and money. Phone 


or write our nearest office for full details. 


STATISTICAL 
TABULATING COMPANY 


ESTABLISHED 1933 © MICHAEL R. NOTARO, President 


and largest independ 


d tabulating service 
punched the country. 


CHICAGO 4, ILL., 53 W. Jackson Blvd., Phone HArrison 7-2700 
NEW YORK 4, N.Y., 89 Broad Street, Phone WHitehall 3-8383 
ST. LOUIS 1, MO., 411 North Tenth Street, Phone CHestnut 5284 
NEWARK 2, N.J., National Newark Bldg., Phone MArket 3-7636 
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HOW CLOSE ARE YOU 
SERVICE? 


JUST AS CLOSE AS YOU ARE TO YOUR TELEPHONE 


—FOR— 


QUESTIONNAIRE DESIGN 
TABULATING-MACHINE OR 


PERSONALIZED 


SERVICE MANUAL 
VARI-TYPING 
CALCULATING 
FOR REGULAR OR OVERLOAD WORK: TYPING & AUTOTYPING 


DIRECT MAIL SERVICES 


LOS ANGELES ‘cHicauo NEW YORK 
731 Spring St. 109 N. Wabash 860 Broadway 
TR 9883 RA 6-8250 OR 3-9710 
MINNEAPOLIS ST LOUIS 
125 S. 3ed Street 217 N. 10th St. 
MA 8512 CE 6753 
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MARKETING: TEXT AND CASES 


By J. T. CANNON, Marketing consultant, New. York City 
and J. A. WEICHERT, Marketing consultant, San Francisco 


in Press 


ede Stst in its field, this introductory marketing text is the only one which offers in one integrated whole s 
combination of traditional marketing principles with actual business cases. The textual chapters are com- 
plete in.alil material usually found in a standard marketing text. The business cases, authentic post-war problems, 
are taken fro.n all types of business; problems of the small, medium, and large companies; problems of manvu- 
factutets, wholesalers, and retailers; and problems faced with both consiimer and industrial goads. This variety 
gives the student a broad scope of paderatending and the ability to cope with situations as they actually arise in 
today’s business. 


Because the cases are integrated with the textual matter, the student can make a running dpplication of the prin- 
ciples he learns as he learns them, and is given valuable experience in recognizing and solving current market- 
, ing problems. 


An important feature of this text is that the business cases used are actual ones. The names of the companies are 
not disguised; therefore, the student can follow the problem through. Furthermore, some of the problems pre- 
sented have not yet been solved, a feature which creates interest in the student by enabling him to refer to cur- 
gent marketing progtams and actually work on an up-to-date solution. 


* A.aew approach is used in presentation. Written in a conversational style, the book encourages students to 
participate in, rather than observe, solutions to the problems. The authors created this style and approach after 
experimentation in the classroom and a careful checking of student response, A further means of creating a 
challenging attitude in the student is the use of questions wishin the chapters instead of jumping them at the 
end. In this way the student thinks as he goes and as the material is presented. The pyramid approach, proved 
successful in classroom and business, is utilized to give an orderly means of solution. Furthermore, the chap- 
ters are organized in partial pyramids to stimulate the student to do more as he progresses, in order to com- 
plete the over-all one. 


‘Zatest developments are covered in all areas. New census information and data are used wherever available. A 
Section is devoted to the development of suburban shopping centers, Also included is a special chapter on hu- 
mar relations in‘marketing activities. 


Here then is an excellent new text offering oitehations never before attempted. Clear and provocative, it brings 
© the student a vital interest in dynamic marketing. 


Send jor copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 
$30 WEST 42nd STREST, NEW YORK 36, N.Y. 
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